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100  IARKIN  STREET  •  SAN  FRANCISCO,  CALIFORNIA  94102 


August  2  3,  1977 


Mr.  Roger  Boas 

Chief  Administrative  Officer 

City  and  County  of  San  Francisco 

City  Hall  -  Room  289 

San  Francisco,  California  94102 

Subject:    Recommendations  on  the  Designation  of  the  Tenderloin 
as  a  Rehabilitation  Assistance  Program  (RAP)  Area. 


Dear  Mr.  Boas: 

I  am  pleased  to  convey  to  you  my  findings  and  recommendations  in 
response  to  the  Board  of  Supervisor's  Resolution  No.  89376  regarding  the 
designation  of  a  Rehabilitation  Assistance  Program  (RAP)  in  the  Tenderloin 
area.    The  Resolution,  adopted  on  November  8,  1976,  requests  that  the 
Director  of  Planning  initiate  studies  and  procedures  pursuant  to 
Sec.  32.41  of  the  San  Francisco  Administrative  Code  relative  to  the 
possibility  of  designating  the  Tenderloin  and  Hayes  Valley,  or  some 
portions  thereof,  Residential  Rehabilitation  Areas.    In  December  1976, 
I  directed  my  staff  to  initiate  the  necessary  studies  of  the  Tenderloin 
area. 

In  summary,  I  recommend  affirmatively  that  a  Rehabilitation  Assis- 
tance Program  in  a  proposed  area  in  the  North  of  Market  should  be  under- 
taken subject  to  several  mitigation  measures  designed  to  reduce  other- 
wise negative  impacts  on  the  neighborhood's  elderly  and  low  income 
residents  and  tenants. 

To  facilitate  your  review  of  my  findings  and  recommendations,  a  table 
of  contents  is  provided  below  and  all  recommendations  are  presented  in 
italic  type. 


(1)     In  response  to  request  by  neighborhood  organizations,  the  Tenderloin 
area  will  be  henceforth  referred  to  as  the  North  of  Market  area. 
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I.  BACKGROUND 


The  RAP  study  area  is  bounded  by  Van  Ness  on  the  west,  Mairket  Street 
on  the  south,  Powell  Street  on  the  east,  and  Post  Street  on  the  north  and 
is  coterminous  with  the  census  tracts  122,  123,  124  and  125  (Map  1).  It 
consists  of  sixty-five  assessor's  blocks. 

The  staff's  studies  collect  and  analyze  current  informatidn  on  the 
condition  of  housing  and  living  environment,  the  need  for  financial 
assistance  to  arrest  housing  deterioration,  the  economic  feasibility  of 
financing  residential  rehabilitation,  the  potential  impact  of  residential 
rehabilitation  on  rent,  demolition,  and  displacement  of  tenants,  and  the 
impacts  of  residential  rehabilitation  on  neighborhood- initiated  public 
improvements  and  the  preservation  and  improvement  of  the  social,  ethnic, 
and  economic  integration  of  the  area.    The  methods  used  include  (1)  tabula- 
tion of  the  most  recent  housing  stock  and  condition  data  provided  by  the 
Bureau  of  Building  Inspection;   (2)  analysis  6f  the  financial  structure 
and  rehabilitation  costs  of  twenty-two  prototype  buildings  and  interviews 
with  these  buildings'  owners  on  the  present  means  of  financing  rehabilita- 
tion;  (3)  phone  interviews  of  75  owners  and  managers  for  current  informa- 
tion on  rents,  occupancy  rates,  and  means  of  financing  code  compliance 
work;   (4)  interviews  of  a  total  of  200  residents  for  current  information 
on  rents,  incomes  and  other  pertinent  information;   (5)  tabulation  of 
data  on  demographic  changes  from  the  1950,  1960  and  1970  U.S.  Censuses 
and  the  R.  L.  Polk  Data  of  Changes  1973-1974;   (6)  interviews    of  the 
owners,  residents,  merchants,  neighborhood  organizations  and  Police 
Officers  for  their  suggestions  on  the  desirable  improvements  for  the 
buildings  and  the  area.  Additional  information  was  solicited  from 

contractors,  local  realtors  and  lenders.    In  addition,  a  report  prepared 
by  the  Bay  Area  Planners  Network  on  RAP  in  the  North  of  Market  area  was 
reviewed  and  its  recommendations  were  noted.    The  study  findings  and 
analysis  were  thoroughly  reviewed  with  other  agencies,  including  the 
Bureau  of  Building  Inspection,  the  Mayor's  Program  Manager  for  planning 
and  the  office  of  Community  "Development ,  the  Real  Estate  Department,  and 
the  Budget  Analyst's  Office  of  the  Board  of  Supervisors. 

Following  the  procedures  prescribed  in  Sec.  32.41  of  the  Administra- 
tive Code,  I  conducted  the  first  public  meeting  on  April  2,  1977  in  the 
North  of  Market  to  explain  the  Rehabilitation  Assistance  Program,  present 
highlights  of  our  findings,  and  receive  testimony  from  owners,  residents 
and  neighborhood  agencies  on  the  desirability  and  the  impacts  of  RAP  in 
the  area.    Approximately  200  participants  were  present. 

Based  on  the  public  testimony*  further  review  of  the, study  findings, 
and  consultation  with  the  Bureau  of  Building  Inspection,  I  reduced  the 


(1)    Appendices  1  through  3.  explain  some  of  these  methods  in  greater 

detail  -  'V:      r;  ;  ft  ?v  •  ■  • 


i 


400  FEET 


MAP  I 

NORTH  OF  MARKET  RAP  STUDY  AREA 


ORIGINAL  STUDY  AREA  (  For  discussion  at  the  first  public 

meeting  on  April  2, 1977) 

REVISED  STUDY  AREA  ( For  discussion  at  the  second 

public  meeting  on  April  23, 1977) 


original  study  area  to  a  smaller  area  of  sixteen  full  and  ten  partial 
assessor's  flocks  (Map  1) .    The  redefined  study  area  was  delineated  be- 
cause of  its  higher  concentration  of  substandard  housing,  a  greater  need 
for  rehabilitation  loan  assistance  for  code  compliance  work,  a  greater 
need  for  preserving  the  existing  residential  uses,  and  the  desire  to 
limit  RAP  to  a  smaller  area  cs  noted  by  some  owners  and  residents  who 
testified  at  the  public  meeting.    This  resultant  area  has  a  balanced 
population  mix  of  elderly,  middle  age  and  younger  persons.    There  are  35 
percent  elderly  residents  of  sixty  years  and  over;  31  percent  between 
forty  and  sixty  years  of  age;  and  34  percent  under  forty.    The  elderly 
residents  in  this  area  represent  approximately  55  percent  of  all  the 
senior  citizens  living  in  the  North  of  Market.    The  residents  of  this 
area  are  primarily  single' persons  (81  percent)  and  the  households  are 
generally  lower  income  (60  percent) .  j 

Another  public  meeting  was  held  on  April  23,  1977  !to  discuss  RAP  for 
the  smaller  area.    Approximately  130  persons  were  present.    There  were 
concerns  expressed  regarding  the  impacts  of  RAP  on  rents  but  also  evident 
support  expressed  by  both  owners  and  residents  for  the  institution  of  RAP 
in  the  area.    My  general  impression  of  the  testimony  was  that  it  favored 
RAP,  particularly  if  adequate  safeguards  could  be  provided  against  rent 
increases  and  the  hardships  of  unavoidable  relocation. 

During  the  past  three  months,  my  staff  and  I  carefully  reviewed  all 
the  available  information  and  assessed  the  feasibility  and  the  impacts  of 
RAP  in  the  area.    We  also  had  additional  meetings  with  representatives  of 
several  neighborhood  organizations  and  agencies  and  of  the    Bay 1 Area 
Planners  Network.    In  the  following  pages,  I  will  offer  my  opinions  on 
the  seven  factors  specified  in  Sec.  32.41  of  the  Administrative  Code  for 
the  designation,  of  the  Rehabilitation  Assistance  Program  in  the  proposed 
area  generally  bounded  by  north  of  O'Farrell  Street,  west  of  Hyde  Street, 
south  of  Turk  Street^  and  east  of  Mason  Street  (Map  2).    First,  I  would 
like  to  give  a  general  description  of  this  proposed  area.       s  >  >■;,  i.  .. 
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MAP  2 

PROPOSED  NORTH  OF  MARKET  RAP  AREA 


II.     GENERAL  DESCRIPTION  OF  THE  PROPOSED  RAP  AREA 


The  proposed  area  is  in  one  of  the  oldest  neighborhoods  in  the  city. 
The  average  age  of  the  buildings  is  fifty-seven  years.    The  residential 
structures,  a  total  of  346,  are  a  mix  of  apartment  buildings  (68  percent) 
and  residential  hotels  (32  percent)  with  the  majority  of  them  containing 
ground  floor  commercial  units.    These  buildings  contain  a  total  of 
14,305  residential  units  and  320  retail  commercial  units  (Table  1). 
Eighty-four  percent  (292)  of  these  buildings  have  three  or  more  dwelling 
units  (Table  2)  and  therefore  are  presently  subject  to  the  City's 
Systematic  Code  Enforcement  Program.    In  addition,  the  area  has  approxi- 
mately 100  non-residential  properties  (buildings  and  open  lots)  containing 
approximately  85  retail  commercial  units. 

The  residential  units  in  the  area  are  predominantly  single-room 
studios  or  guest-room  units.    They  provide  shelter  for  a  large  number  of 
single  person  elderly  and  non-elderly  householders.     In  fact,  the  house- 
hold composition  in  the  area  had  changed  from  primarily  family  households 
(55  percent  in  1950)  to  predominantly  individual  households  (86  percent  in 
1970).    Sixty  percent  of  the  area's  population  is  lower-income,  living  on 
fixed  incomes  or  welfare  assistance.    Our  survey  of  the  residents  revealed 
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TABLE  1 


NUMBER  AND  PERCENT  OF  BUILDINGS  AND  RESIDENTIAL  UNITS 
BY  BUILDING  TYPE  IN  THE  PROPOSED  NORTH  OF  MARKET  RAP  AREA  (DEC.  1976) 


BUILDING 
TYPE 

Total 
No.  % 

BUILDINGS 
Resident  Owner 
No.  % 

Absentee 
No. 

Owner 
% 

UNITS 
TOTAL 

No.  % 

Apartment  [  ) 
Building  v 

237 

68% 

42 

62% 

-  195 

70% 

6,073 

42% 

Residential 
Hotel 

109 

32 

26 

38 

83 

30 

8,232 

58 

TOTAL 

346 
(100%) 

100 

68 
(20%) 

100 

278 
(80%) 

100 

14,305 

100 

Sources:    Special  tabulation  by  the  Bureau  of  Building  Inspection  based  on 
the  DAHI  (Division  of  Apartment  and  Hotel  Inspection)  computer 
printout,  Dec.  1976,  Realdex,  6th  Edition  1976  and  Real  Estate 
Atlas  1976. 


TABLE  2 


NUMBER  AND  PERCENT  OF  BUILDINGS  AND  RESIDENTIAL  UNITS 
BY  BUILDING  SIZE  IN  THE  PROPOSED  NORTH  OF  MARKET  RAP  AREA  (DEC.  1976) 


BUILDING  SIZE 

BUILDINGS 

UNITS 

(No.  of  Units 

Total 

Apartment  Building 

Residential  Hotel 

Total 

in  Buildinq 

No. 

% 

No. 

% 

No. 

% 

No. 

% 

1-  2 

54 

16% 

54 

23% 

0 

0% 

85 

1% 

3-  10 

48 

14 

46 

19 

2 

2 

265 

2 

11-  30 

88 

25 

69 

29 

19 

17 

1,510 

10 

31-  50 

62 

18 

40 

17 

22 

20 

2,395 

17 

51-  80 

40 

12 

17 

7 

23 

21 

2,610 

18 

81-100 

15 

4 

6 

3 

9 

8 

1,400 

10 

101-300 

19 

5 

3 

1 

16 

15 

2,210 

15 

301+ 

20 

6 

2 

1 

18 

17 

3,830 

27 

TOTAL 

346 

100 

237 

100 

109 

100 

14,305 

100 

Sources :     Ibid . 


(1)    For  the  purpose  of  studying  the  feasibility  of  RAP  in  the  North  of  Market, 
an  "apartment  building"  is  any  building  with  one  or  more  dwelling  units. 
For  the  same  purpose,  a  "residential  hotel"  is  any  building  with  six  or  more 
guest  rooms.    A  dwelling  unit  is  a  room  or  suite  of  two  or  more  habitable 
rooms  which  has  facilities  for  living,  sleeping,  bathing,  cooking  and  eat- 
ing.   A  guest  room  is  a  room  which  has  facilities  for  sleeping  and  may  or 
may  not  have  facilities  for  cooking  or  bathing. 
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that  the  average  monthly  incomes  are  $298  for  the  elderly  residents  and 
$570  for  the  non-elderly  residents.    Inexpensive  rental  units  are  more 
available  in  the  area  than  in  other  neighborhoods.    As  recorded  in  our 
survey,  a  guest  room  in  this  area  rents  for  an  average  of  $90  per  month 
and  a  studio  unit  with  kitchen  and  bathroom  rents  for  $150  per  month. 
Nevertheless,  these  residents  are  still  paying  an  average  of  37  percent 
of  their  incomes  on  rent. 

i 

The  area]  has  many  different  types  of  people  living  there,  permanent 
residents  as  jwell  as  transients.    The  area  is  beset  with  crime  problems. 
There  were  approximately  3835  crime  incidents  in  the  general  North  of 
Market  area  in  1976,  at  a  ratio  of  approximately  42  crime  incidents  per 
100  residents.    The  average  citywide  ratio  was  approximately  3,7  crime 
incidents  per j 100  residents. 

Not  unexpectedly,  the  area  has  been  witnessing  marginal  to  in- 
adequate maintenance  of  properties  and  housing  deterioration.  ) 
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III.     FINDINGS  AND  RECOMMENDATIONS 


My  opinions  on  the  seven  factors  specified  in  Sec.  32.41  of  the 
Administrative  Code  for  the  designation  of  the  Rehabilitation  Assistance 
Program  in  the  proposed  area  are  as  follows. 

(1)    Whether  there  is  a  substantial  number  of  deteriorating  structures 
in  the  area  which  do  not  conform  to  rehabilitation  standards  (i.e. 
the  Housing  Code) . 

The  extent  of  the  substandard  conditions  can  be  qualified  by  reviewing 
the  status  of  the  City's  Systematic  Code  Enforcement  Program  activities  in 
the  area.    The  Systematic  Code  Enforcement  Program  was  initiated  in  1968  to 
carry  out  mandatory  enforcement  of  the  housing  code  by  the  Bureau  of  Build- 
ing Inspection  in  all  buildings  with  three  or  more  residential  units.  As 
aforementioned,  99  percent,  or  14,220,  of  the  residential  units  in  the 
proposed  area  are  subject  to  this  program.    After  the  initial  inspection  in 
1968,  buildings  were  scheduled  for  code  inspection  and  enforcement  pro- 
cedures in  accordance  with  the  aggregate  numbers  of  Housing  Code  deficiency 
points  assigned  to  each  building.    As  of  December  1976,  nine  years  after 
the  inception  of  the  program,  60  percent  of  the  buildings  subject  to  the 
program  in  the  city  as  a  whole  had  been  scheduled  for  Code  compliance 
actions.      '      in  the  proposed  area  in  the  North  of  Market,  89  percent  of 
the  292  buildings  had  been  scheduled,  reflecting  the  large  number  of  build- 
ings that  were  originally  found  with  a  high  number  of  deficiency  points 
(Table  3).    However,  58  percent  of  the  buildings  are  still  in  violation  of 
the  Housing  Code.    Most  of  these  buildings  are  in  the  code  enforcement  or 
abatement  process  (75  percent) ,  while  some  others  are  abated  buildings  that 
were  found  with  new  violations  during  the  post-abatement  routine  inspec- 
tions (17  percent) .    Only  a  small  portion  (8  percent)  are  buildings  that 
are  not  yet  scheduled  for  code  compliance.    Of  the  buildings  with  violations, 
53  percent  have  fire  related  violations  that  constitute  immediate  life- 
safety  hazards  to  the  residents.    In  fact,  the  Fire  Department  recorded  an 
average  of  thirty-five  fire  incidents  per  month  in  1976  and  an  average  of 
five  deaths  per  year  due  to  fire  between  1970  and  1976  in  the  proposed  RAP 
area.    These  fire  related  violations  include  insufficiencies  in  egress, 
stairway  enclosure,  sprinkler  system  fire  alarm,  and  illegal  occupancy. 
In  addition,  54  percent  of  the  buildings  have  maintenance,  plumbing,  or 
electrical  deficiencies  which  require  prompt  correction  in  order  to  avoid 
a  detrimental  effect  on  the  health  and  safety  of  the  residents.  Maintenance 
and  plumbing  deficiencies  commonly  recur  in  abated  buildings. 


(1)    The  data  on  the  progress  of  the  Systematic  Code  Enforcement  Program  and 
on  the  conditions  of  the  buildings  were  provided  by  the  Bureau  of 
Building  Inspection  and  compiled  by  the  Department  of  City  Planning. 
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During  an  initial  interview  of  seventy-six  residents  of  the  North  of 
Market  area, M  it  was  disclosed  that  they  were  most  concerned  about  in- 
adequate heating  system  and  fire  prevention  devices  in  their  buildings; 
unsanitary  conditions  and  inadequate  maintenance  also  were  noted  as 
problems.    Inadequate  maintenance  work  was  repeatedly  mentioned  by 
residents  who  testified  at  the  two  public  meetings. 

From  the  available  data,  our  survey  and  the  public  testimony,  it  is 
evident  that  there  is  a  substantial  number  of  deteriorating  structures  in 
the  area  in  violation  of  the  Housing  Code. 

(2)    Whether  there  is  a  need  for  financial  assistance  for  residential  re- 
habilitation to  arrest  the  deterioration  of  the  area. 

Both  the  study  findings  and  the  owners'  testimony  at  the  two  public 
meetings  confirmed  that  the  availability  of  rehabilitation  loan  assistance 
would  greatly  enhance  the  abatement  of  Housing  Code  violations  among  the 
buildings  in  the  area. 

A  detailed  study  of  twenty-two  residential  structures  (2)  and  inter- 
views with  the  respective  owners  was  conducted  in  the  original  study  area. 
Sixteen  of  these  twenty-two  buildings  are  located  within  the  proposed  RAP 
area.    Thirty-one  percent  (5  cases)  of  these  16  owners  indicated  they  had 
been  trying  to  obtain  loans  to  finance  the  code  abatement  work.  Another 
31  percent  (5  cases)  had  used  personal  financing  to  abate  the  code  violations. 
Thirteen  percent  (2  cases)  had  vacated  their  buildings  due  to  the  substantial 
rehabilitation  costs  and  the  lack  of  financing;  the  buildings  are  still  vacant. 
Only  25  percent  (4  cases)  of  the  owners  had  obtained  loans  from  financial 
institutions  for  rehabilitation.    Two  of  these  four  owners  used  their  strong 
credit  records  to  obtain  stock  secured  short-term  loans  while  the  other  two 
procured  refinancing.    Three  out  of  these  four  buildings  were  apartments 
located  in  the  northeastern  portion  of  the  proposed  area  -  its  fringe  and 
the  "better"  part  of  the  North  of  Market  Area.    The  majority  of  these 
sixteen  owners  experienced  difficulty  in  obtaining  institutional  financing 
for  building  rehabilitation.    This  finding  was  supplemented  by  the  informa- 
tion provided  by  another  75  apartment  and  residential  hotel  owners  and 
managers.    They  indicated  during  a  phone  interview  ^)     that  they  would 
have  used  RAP  loans  if  they  were  available. 


(1)  See  Appendix  1  for  a  description  of  the  survey. 

(2)  These  twenty- two  buildings  were  selected  from  the  building  data  file 
of  the  Bureau  of  Building  Inspection.    They  represent  the  proportional 
distribution  of  various  structure  types  in  the  study  area  and  were 
scattered  at  different  locations.    This  is  also  true  for  the  sixteen 
buildings  located  within  the  proposed  RAP  area.    See  Appendix  2  for  a 
description  of  the  Building  Case  Study. 

(3)  See  Appendix  3  for  a  description  of  the  phone  interview. 
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The  owners  who  testified  at  the  public  meeting  further  confirmed  the 
finding  that  it  is  difficult  to  obtain  institutional  financing  for  code 
compliance  work.    They  attributed  this  difficulty  to  the  extensive 
deterioration  of  the  buildings,  the  low  occupancy  rates,  the  insolvency 
or  marginal  solvency  of  the  buildings,  the  crime  activities  in  the  area, 
and,  above  all,  the  negative  perception  of  lending  institutions  towards 
this  area. 

The  need  for  financial  assistance  is  further  demonstrated  by  the  costs 
of  rehabilitation.    The  average  code  compliance  rehabilitation  costs  among 
the  sixteen  case  buildings  were  $1940  per  apartment  unit  and  $3580  per 
residential  hotel  unit.    When  the  unusually  high  costs  of  corrective  work 
needed  in  the  -two  vacant  hotels  were  excluded  from  the  other  fourteen 
cases,  the  latter  figure  becomes  $1750.    These  averages  are  lower  than 
those  of  the  current  FACE  areas  where  the  comparable  figures  range  from 
$2800  per  unit  in' Alamo  Square  FACE  Area  to  $3340  in  the  Bernal  Heights 
FACE  Area.    However,  the  average  cost  per  building  in  the  proposed  area 
was  as  high  as  $54,300  for  apartments  and  $143,550  for  residential  hotels. 
In  light  of  this  magnitude  of  costs,  owners  in  the  area  would  need 
financial  assistance  to  pay  for  the  code  compliance  work.    Without  adequate 
financing,  the  owners  would  prolong  the  code  work.     In  fact,  80  percent  of 
the  buildings  in  the  proposed  area  have  been  in  the  code  enforcement 
process  for  more  than  four  years.    Nearly  90  percent  of  these  buildings 
have  fire  hazardous  deficiencies.    Without  adequate  financing,  the  owners 
would  also  vacate  or  sell  the  buildings.    Among  the  sixteen  case  study 
buildings,  two  were  vacated  because  the  owners  found  the  required  compliance 
work  was  too  costly  to  be  feasible  without  adequate  financing.    Six  were 
sold  to  the  present  owners  when  they  were  in  the  abatement  process.    None  of 
these  six  buildings  has  been  abated  yet  and  they  have  been  in  the  process 
for  an  average  of  seven  years. 

The  concentration  of  residential  hotels  in  the  area  also  induces  a 
need  for  rehabilitation  assistance.    There  is  almost  no  institutional 
financing  available  for  code  work  in  these  buildings  due  to  the  transiency 
of  tenants  and  the  relatively  high  vacancy  rate.    Furthermore,  lessees 
operate  the  majority  of  these  hotels  under  contracts  with  the  owners,  and 
are  responsible  for  the  code  work  of  their  leased  portion  of  the  buildings. 
Lessees,  particularly  those  with  short  term  leases,  are  usually  not  eligible 
for  property  loans  for  rehabilitation.    Consequently,  many  of  these  lessees 
are  forced  into  a  situation  of  prolonging  the  code  work  or  deferring 
maintenance  of  the  buildings.    Even  with  a  RAP  program,  the  City  should 
assist  in  an  arrangement  between  the  owners  and  the  lessees  so  that  the 
advantageous  financing  available  to  the  owners  under  the  program  could  be 
transferred  to  the  lessees. 

The  area  has  approximately  400  retail  commercial  units  such  as  grocery 
stores,  coffee  shops,  restaurants,  laundromats,  and  others.     These  neighbor- 
hood commercial  uses  are  essential  amenities  to  the  residents,  particularly 
the  elderly  residents,  of  the  area.    A  few  merchants  indicated  their  desire 
to  improve  the  store  fronts.     RAP  would  assist  in  meeting  the  maintenance 
requirements  of  the  Building  Code  in  these  units.    In  addition,  Small 
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Business  Administration  loans,  such  as  the  Sec.  502  loan  program ,  could 
be  introduced  in  conjunction  with  RAP  in  the  area  to  provide  loans  for 
physical  improvement  and  expansion  of  the  commercial  units. 

The  preceding  analysis  of  the  owners'  and  the  managers'  information 
on  the  availability  of  rehabilitation  financing,  the  rehabilitation  costs,, 
the  need  for  public  assistance  to  improve  the  residential  hotels  and  the 
neighborhood  commercial  uses  lead  me  to  conclude  that  financial  assistance 
for  residential  rehabilitation  is  needed  to  arrest  the  deterioration  of  the 
area. 

(3)    Whether  financing  of  residential  rehabilitation  in  the  area  is 
economically  feasible. - 

For  the  purpose  of  this  analysis,  the  economic  feasibility  of  financ- 
ing residential  rehabilitation  is  determined  by  (a)  whether  the  code 
compliance  rehabilitation  costs  are  within  the  allowable  limits  of  RAP 
loans;   (b)  whether  the  maximum  indebtedness  (existing  indebtedness  plus 
the  amount  of  rehabilitation  loan)  on  property  to  be  rehabilitated,  is 
within  the  allowable  percent  of  the  after-rehabilitation  property  value; 
and  (c)  whether  the  financial  structure  of  the  building1 is  sound  enough  to 
amortize  the  rehabilitation  loan. 

(a)    Rehabilitation  Costs  and  Allowable  Loan  Limit's. 

The  sixteen  case  buildings  include  nine  apartment  buildings  and  seven 
residential  hotels.    All  nine  apartment  buildings  have  more  than  three 
units  and  have  rehabilitation  costs  at  below  $7,500  per  unit,  which  is  the 
RAP  loan  limit  allowable  for  buildings  with  four  or  more  units.  The 
Director  of  Property,  acting  for  the  Chief  Administrative  Officer,  can 
increase  this  limit  up  to  $17,500  per  unit. 

Presently,  there  is  no  exact  amount  of  maximum  loan  established  for  a 
guest  room  unit  in  the  RAP  Ordinance.    Sec.  32.51  of  the  Administrative 
Code  only  stipulates  that  a  guest  room  shall  be  considered  as  one- tenth  of 
a  dwelling  unit  without  specifying  how  to  determine  the  loan  limit  for  such 
a  "dwelling  unit."    If  RAP  is  undertaken  in  the  North  of  Market  area,  this 
section  of  the  Administrative  Code  should  be  amended.    Based  on  the  actual 
rehabilitation  costs  in  the  proposed  area,  I  recommend  that  the  loan  limit 
for  a  guest  room,  as  defined  in  Sec.  203.7  of  the  Housing  Code,  shall  be  , 
established  at  $2,500  per  unit,  and  a  guest  room  with  cooking  facilities  at 
$5,000  per  unit.  The    Chief  Administrative  Officer,  following 

established  guidelines,  may  approve  a  loan  for  a  guest  room  up  to  $11,750 
per  unit.    Under  this  amendment,  six  of  the  seven  residential  hotels 
studied  would  fall  under  the  loan  limit  of  $2,500  per  unit  or  $5,000  per 


(1)    A  guest  room  with  cooking  facilities  and  a  bathroom'  is  considered 
as  a  studio  unit  and  is  eligible  for  $7500  loan  per  unit. 
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unit  with  cooking  facilities.    The  remaining  one  building  requires  a  re- 
habilitation cost  of  $10,700  per  unit  due  to  deferred  and  costly  work 
relating  to  fire  escape,  maintenance,  plumbing  and  electrical  items.  I 
recommend  that  such  cases  should  be  granted  an  increase  in  the  loan  limit 
up  to  $11 ,500  per  unit  as  proposed  if  such  an  increase  is  needed  to  correct 
serious  and/or  accumulated  code  deficiencies  hazardous  to  the  immediate  life 
safety  of  the  residents  as  is  now  provided  for  in  the  Administrative  Code 
and  the  RAP  Rules.    Also,  under  the  RAP  program,  guest  rooms  in  residential 
hotels  should  not  be  considered  as  commercial  units  but  as  residential  units. 

Of  the  twenty-six  commercial  units  in  the  buildings  included  in  the 
study,  the  necessary  cost  for  abating  relevant  Housing  Code,  violations  was 
below  $5,000  per  unit,  the  maximum  RAP  loan  allowable  for  a  commercial  unit. 
As  I  indicated  earlier,  Small  Business  Administration  loans  could  be  used 
to  supplement  RAP  loans  to  further  rehabilitate  the  commercial  units  in  the 
area  beyond  Housing  Code  requirements. 

(b)    Maximum  Indebtedness  and  After-Rehabilitation  Property  Value. 

The  assessed  valuation  of  properties  in  the  area  has  increased  by  29.5 
percent  between  1970  and  1976,  as  compared  with  48  percent  increases  for  the 
city.    The  increases  range  from  35  percent  in  the  northeastern  portion  of 
the  proposed  RAP  area  to  11  percent  in  the  southeastern  portion.    The  property 
value  increase  in  the  area  is  distinctly  slower  than  the  city-wide  increase 
and  barely  keeps  pace  with  inflation  in  the  housing  economy.  Nevertheless, 
it  shows  that,  in  spite  of  the  general  housing  deterioration  and  disinvest- 
ment, the  area  still  sustains  a  solid  property  valuation  that  would  justify  the 
feasibility  of  residential  rehabilitation. 

The  RAP  Ordinance  stipulates  that  the  maximum  indebtedness  on  property 
to  be  rehabilitated,  including  the  amount  of  the  loan  for  rehabilitation, 
shall  not  exceed  80  percent  (or  95  percent  with  special  authorization  by  the 
Chief  Administrative  Officer)  of  the  after-rehabilitation  value  of  the 
property.    Based  on  a  compariscn  between  the  more  recent  sales  prices  of 
properties  and  their  assessed  values,  the  average  market  value  of  properties 
in  the  area  is  approximately  5.5  times  the  assessed  value.    It  could  be 
assumed  that  the  after-rehabilitation  value  of  the  properties  would  exceed 
this  ratio.    Our  analysis  shows  that  in  thirteen  (81  percent)  of  the  sixteen 
case  study  buildings,  the  maximum  indebtedness  after  rehabilitation  would  not 
exceed  80  percent  and  two  (12  percent)  would  not  exceed  95  percent  of  the 
existing  market  value  estimated  at  5.5  times  the  assessed  value.  These 
cases,  therefore,  would  definitely  fall  below  the  maximum  indebtedness 
allowable  in  the  RAP  program.    In  other  words,  the  property  values  in  the 
proposed  area  in  relation  to  the  owners'  existing  debt  structure  and  the 
necessary  rehabilitation  costs  are  generally  sufficient  to  justify,  in  a 
purely  economic  sense,  the  feasibility  of  RAP  financing  in  the  area.  The 
one  remaining  case  is  a  vacated  building  and  has  a  very  low  assessed  valua- 
tion.   My  educated  guess  is  that  the  after -rehabilitation    value  of  the 
building  would  be  high  enough  so  that,  if  the  building  were  rehabilitated 
and  then  subsequently  occupied,  the  after-rehabilitation  value  would  be  high 
enough  to  bear  the  maximum  indebtedness.    To  enhance  the  feasibility  of 
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rehabilitating  vacant  and  seriously  deteriorated  buildings  and  to  utilize 
this  presently  unused  housing  stock,  I  recommend  the  use  of  RAP  loans  in 
conjunction  with  rent  subsidy  programs  such  as  the  Sec.  8  Housing 
Assistance  Payments  Program  to  substantially  rehabilitate  those  buildings 
requiring  extensive  code  compliance  work  and  complementarily  to  provide 
rent  assistance  so  that  the  lower  income  residents  in  the  area  and  those 
who  would  inevitably  be  displaced  under  this  rehabilitation  program  could 
occupy  these  renovated  units.    This  recommendation  will  be  made  again  in 
a  later  section  when  I  discuss  the  impact  of  the  RAP  program  on  rent 
increase  and  residential  displacement. 

(c)    Financial  Structure  and  Loan  Amortization. 

The  situation  causing  major  doubt  about  the  economic  feasibility  of 
rehabilitation  financing  in  the  proposed  RAP  area  is  the  large  number  of 
insolvent  apartment  and  residential  hotel  buildings  (buildings  in  which  the 
debt  service  exceeds  the  net  income) .  Among  the  sixteen  case  buildings, 
seven  are  insolvent  buildings.  Building  insolvency  is  due  mostly  to  the 
existing  low  occupancy  and  high  turnover  rates  and  high  debt  service.  I 
offer  the  following  analysis  of  the  situation. 

Seventy-five  percent  of  the  owners  of  these  insolvent  buildings  own 
other  properties  inside  and/or  outside  the  proposed  RAP  area.    These  owners 
could  make  use  of  the  equity  and  income  of  the  other  properties  to  support 
the  rehabilitation  financing  of  the  given  building  in  the  proposed  RAP 
area.    The  economic  feasibility,  therefore,  should  be  analyzed  in  the  context 
of  the  total  assets  of  the  owners  and  the  insolvency  of  a  given  building  does 
not  necessarily  imply  the  infeasibility  of  rehabilitation  financing. 

Refinancing  under"  RAP  could  reduce  the  amount  of  after-rehabilitation 
debt  service.    In  some  cases,  it  could  be  reduced  to  less  than  the  existing 
debt  service.    Except  for  one  vacant  building,  all  the  other  case  buildings 
are  eligible  for  refinancing  under  RAP.    In  the  best  circumstances,  re- 
financing could  reduce  the  existing  debt  service  of  these  buildings  by  an 
average  of  3.2  percent  and  would  require  an  average  occupancy  rate  of  85 
percent  to  generate  sufficient  income  for  the  after-rehabilitation  debt 
service  payment.    I  recognize  that  refinancing  may  consume  a  large  portion 
of  the  rehabilitation  loan  funds.    The  popular  use  of  refinancing  would  also 
need  the  cooperation  from  existing  mortgagees..  However,  J  recommend  that 
refinancing  should  be  judiciously  used  in  needy  cases  to  increase  the 
economic  feasibility  and  to  accommodate  high  rehabilitation  costs  which 
would  otherwise  cause  severe  hardship  on  the  tenants  by  substantial  rent 
increases  and  rent  subsidies  are  not  available. 

Undoubtedly,  the  existing  low  occupancy  rate  significantly  affects  the 
feasibility  of  rehabilitation  financing.    The  insolvent  buildings,  excluding 
one  vacant  building,  had  an  average  occupancy  rate  of  72  percent  and  need 
an  average  of  90  percent  occupancy  to  generate  sufficient  rental  income  to 
cover  the  after-rehabilitation  debt  service  and  operating  cost.  Even 
refinancing  under  RAP  would  require  an  average  85  percent  occupancy.  The, 
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question  then  is  whether  the  housing  market  after  rehabilitation  would 
induce  additional  demand  to  boost  the  occupancy  rate.    If  the  physical  and 
social  conditions  and  the  living  environment  were  to  be  improved  under  the 
program,  and  if  concurrent  crime  prevention  programs  were  provided,  the 
area  should  attract  those  people  who  desire  the  convenience  and  the  life 
style  of  downtown  district  living.    These  people  could  be  the  moderate 
income  persons  presently  employed  in  the  downtown  commercial  and  financial 
districts.    Both  the  R.  L.  Polk  Data  of  Changes  1973-74  and  the  owners  in 
the  area  indicated  a  noticeable  increase  of  residents  who  are  service, 
clerical,  and  semi-skilled  workers  employed  in  the  adjacent  areas ^  Some 
of  these  people  could  possibly  be  those  of  the  higher  economic  levels. 
In  my  judgment  then,  the  overall  occupancy  rate  would  probably  increase 
in  the  area  after  rehabilitation. ..... 

Based  on  the  analysis  of  the  rehabilitatibn  costs,. :  the  existing  and 
anticipated  after-rehabilitation  property  value,  and  the  financial  structure 
of  the  buildings,  I  conclude  that,  if  the  recommendations  made  during  the 
analysis  were  to  be  implemented,  rehabilitation  financing  is  feasible  in  the 
proposed  RAP  area. 

The  preceding  analysis  of  economic  feasibility,  however,  does  not  deal 
with  the  question  of  whether  the  .existing    residents  can  afford  the  rehabilita 
tion  costs  that  would  be  passed  on  to  them  by  the  owners.    The  majority  of 
the  existing  residents^  are  lower  income  and  elderly  persons  on  fixed  incomes 
who  are  already  spending  a  substantial  portion  of  their  incomes  on  rents. 
Appropriate  control  must  be  exercised  so  as  to  avoid  a  level  of  rehabilita- 
tion and  investment  whiGh  would  result  in  a  supply  of  units  beyond  the 
economic  means  of  these  lower  income  residents.    In  the  following  pages,  I 
will  analyze  the  impact  of  residential  rehabilitation  on  rent  increase  and 
displacement. 

(4)    Whether  rent  increases  or  demolitions  resulting  from  the  cost  of 

meeting  rehabilitation  standards  would  result  in  widespread  displace- 
ment of  tenants.  / , 

The  impact  of  residential  rehabilitation  on  rent  increases  and 
demolitions  should  be  analyzed  in  terms  of  (a)  how  much  does  rent  increase 
presently  in  the  area  without  a  RAP  program;   (b)  how  much  will  rent  in- 
crease as  a  result  of  residential  rehabilitation  under  RAP;   (c)  how  many 
residents  would  be  affected  by  rent  increases  under  RAP  that  would  cause 
displacement;  and  (d)  how  many  residents  would  be  displaced  by  demolition 
under  RAP.     In  view  of  the  impacts,  I  will  then  recommend  the  measures 
which  the  City  should  employ  to  minimize  and  mitigate  the  hardship  of 
displacement  resulting  from  the  institution  of  a  RAP  program  in  the 
proposed  area. 

(a)    How  much  does  rent  increase  presently, in  the  area  without  a  RAP  ' 
program? 

Current  information  on  rent  and  rent  increase  was  collected  for  this 
feasibility  study  through  the  detailed  study  of  sixteen  case  study 
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buildings,  telephone  interviews  of  seventy- five  apartment  and  residential 
hotel  owners  and  managers,  and  interviews  of  a  total  of  150  residents 
in  the  proposed  area.    Approximately  threes-fourths  of  the  owners  and 
managers  interviewed  had  iast  increased  their  rents  between  January  1976 
and  July  1977.    In  most  cases,  the  amount  of  increase  was  between  $6  and 
§10  or  between  6%  to  8%.    These  amounts  of  rent  increases  correspond  with 
the  amounts  reported  by  the  residents  interviewed.    Rent  increases  usually, 
accompanied  transfer  of  ownership,  change  of  tenants,  code  work  or  re-  -? 
modeling  work  related  to  the  Systematic  Code  Enforcement  Program.    Some  ; 
tenants  disclosed  that  rents  also  increased  concurrently  with  increases 
in  Social  Security  payments  or  welfare  payments. 

Nevertheless,  rental  units  are  still  relatively  inexpensive  in  the 
area.    Information  from  the  survey  of  building  owners  and  managers  and 
residents  revealed  that  the  median  rents  for  guest  room  units  are  $90- §100 
for  studio  units  with  kitchen  and  bathroom,  and  §180-$190  for  one-bedroom  ' 
units.    These  rent  figures  are  only  slightly  higher  than  those  figures 
published  in  the  1973  Vacancy  Survey. *2'      The  1973  median  rent  for  guest 
room  units  in  the  North  of  Market  area  was  §77,  §135  for  studio  units, 
and  §175  for  one-bedroom  units.    The  households'  incomes  are  low  in  the. 
area.    Our  survey  of  the  residents  indicated  that  the  average  monthly  :  • 
income  for  elderly  residents  is  $298  and  §570  for  non-elderly  residents. 
A  single  person  household  with  an  average  monthly  income  of  less  than 
§790  is  considered  as  lower  income  as  defined  by  U.S.  HUD.    There  are  a  ; 
large  number  of  residents  paying  more  than  25  percent  of  their  incomes  or 
"overpaying"  for  rent  in  the  proposed  area.    Based  on  the  1970  Census,  we  ^ 
estimated  that  at  least  56  percent  of  the  households  were  overpaying . 
According  to  our  present  survey  of  the  residents,  approximately  two-thirds 
of  the  renters  are  overpaying.    On  the  average,  elderly  residents  pay  45 
percent  and  non-elderly  residents  pay  28  percent  of  their  incomes  for  rent. 

In  analyzing  the  impact  of  RAP  on  rent  increase  and  displacement, 
therefore,  one  should  realize  that  rents  have  and  will  continue  to  increase 
with  or  without  a  RAP  program.    It  is  evident  that  there  is  a  serious  problem 
of  overpaying  for  rents  by  the  many  lower  income  residents  in  the  area.  This 
problem  is  already  existing?  it  will  not  be  triggered  by  the  institution  of 
a  RAP  program.    Nonetheless,  with  or  without  a  RAP  program,,  the  City  should 
effectuate  a  rent  subsidy  program  to  address  the  needs  of  these  lower  income 
residents. 


(1)  A  total  of  200  residents  in  the  study  area  were  interviewed;  150  of 
them  live  within  the  proposed  area.    See  Appendix  1. 

(2)  The  1973  Vacancy  Survey  was  a  citywide  survey  by  the  Survey  Research 
Center  of  the  University  of  California  for  the  San  Francisco  Depart- 
ment of  City  Planning  under  a  §50,000  701  grant  from  U.S.  Department 
of  Housing  and  Urban  Development.  \ 
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(b)    How  much  will  rent  increase  under  a  RAP  program? 

Based  on  the  study  of  the  sixteen  buildings,  at  the  present  occupancy 
rates,  rents  would  need  to  be  increased  by  an  average  of  15  percent  in 
order  to  cover  the  additional  rehabilitation  costs  for  code  compliance 
work.    If  the  owners'  tax  savings  from  all  applicable  deductions  on 
depreciation  and  interest  attributable  to  the  rehabilitation  expenditures 
were  to  be  subtracted  from  the  gross  costs  of  rehabilitation  that  could  be 
passed  on  to  the  tenants,  the  resulting  rent  increase  could  be  reduced 
from  15  percent  to  10  percent.     If  the  subtraction  of  tax  savings  is 
accompanied  by  an  increased  occupancy  rate  to  an  average  of  90  percent, 
the  rent  increase  would  be  further  reduced  to  7.5  percent  (Table  4).  If 
RAP  refinancing  is  available,  it  would  enable  the  existing  debt  service 
payments  to  be  stabilized  or  reduced  and,     therefore,  rehabilitation  work 
would  not  induce  additional  cost  that  would  be  passed  on  to  the  tenants. 

TABLE  4 

VARIATION  IN  RENT  INCREASES  USING  ALTERNATIVE  STRATEGIES 
UNDER  A  RAP  PROGRAM  IN  THE  PROPOSED  NORTH  OF  MARKET  RAP  AREA 


Solvent  Insolvent 


Alternatives  Buildings  Buildings  Average 


(1) 

Pass  on  of  gross  rehab,  cost 
at  present  occupancy  rate 

6% 

24% 

15  % 

(2) 

Pass  on  of  rehab,  cost  after 
subtracting  tax  saving  at 
present  occupancy 

4 

16 

10 

(3) 

Pass  on  of  gross  rehab,  cost 
at  90  percent  occupancy 

6 

16 

11 

(4) 

Pass  on  of  rehab,  cost  after 
subtracting  tax  saving  at 
90  percent  occupancy 

4 

11 

7.5 

(5) 

Refinancing  (if  feasible) 

0 

0 

0 

Source:    Analysis  of  the  16  case 

buildings 

in  the  proposed 

RAP  area. 

The  percent  of  rent  increase  would  also  vary  with  the  extent  of  code 
compliance  work.     Based  on  the  types  of  code  work  and  the  related  rehabilita 
tion  costs  of  the  sixteen  case  study  buildings  and  the  Bureau  of  Building 
Inspection  Inspectors'  evaluation  of  the  abatement  cases  in  the  proposed 
area,  it  is  estimated  that  approximately  56  percent  of  the  apartment 
buildings  and  43  percent  of  residential  hotels  would  require  minor  code 
work  that  would  not  exceed  $1000  per  unit  for  guest  rooms  and  $1750  per  unit 
for  apartment  units.     The  resulting  rent  increase  under  Alternative  (4)  in 
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Table  4  would  range  from  3  percent  to  5  percent.    The  remaining  cases 
require  major  rehabilitation  work  and  would  result  in  a  rent  increase  of 
more  than  10  percent  up  to  approximately  20  percent. 

(c)    How  many  residents  would  be  affected  by  rent  increases  under  RAP 
that  would  cause  displacement? 

How  rent  increases  under  RAP  would  affect  the  residents  varies  with 
the  conditions  of  the  buildings  and  the  amount  of  work  and  cost  for 
correcting  the  code  deficiencies.    The  following  estimates  on  displacements 
resulting  from  rent  increase  under  RAP  are  based  on  an  examination  of  the 
residential  buildings  under  the  different  stages  of  the  existing  Systematic 
Code  Enforcement  Program  and  the  necessary  extent  of  code  work.    For  the 
purpose  of  calculating  the  number  of  affected  households,  each  occupied 
unit  constitutes  one  household. 

Presently  3  percent  (455)  of  the  units  in  the  proposed  area  were 
abated  in  1976  and  they  are  still  in  compliance  with  the  Housing  Code  and 
therefore  no  rehabilitation  is  necessary.     (Table  5) 

Fifty  percent  (7095)  of  the  units  were  abated  prior  to  1976.  The 
Bureau  of  Building  Inspection  data  showed  that  23  percent  (1630  units)  of 
the  abated  buildings  were  found  with  new  violations,  mostly  related  to 
improper  maintenance  of  the  sanitation  and  safety  items  in  the  buildings. 
Such  violations,  if  corrected  promptly,  should  not  cost  more  than  an 
average  of  $300  per  unit  and  in  fact  should  be  considered  as  part  of  the 
regular  maintenance  budget  of  the  buildings.    The  abatement  of  these 
recurring  code  violations  would  cause  minimal  or  no  rent  increase  and 
should  not  cause  displacement  of  tenants. 

Another  35  percent  (4,960)  of  the  units  were  in  the  code  enforcement 
or  abatement  process.    As  noted  in  the  preceding  section,  approximately 
56  percent  of  the  apartment  units  and  43  percent  of  the  residential  hotel 
units,  a  total  of  2,500  units,  would  require  minor  code  work  that  may 
induce  a  rent  increase  from  3  percent  to  5  percent  to  cover  the  rehabilita- 
tion costs.    The  minor  code  work  items  are  basically  deferred  maintenance 
and  regular  capital  improvement  items.    Some  of  these  costs  could  be 
absorbed  by  the  owners  as  part  of  the  operating  costs  of  the  buildings. 
Even  if  all  costs  were  to  be  passed  on  to  the  tenants,  they  may  cause  a 
maximum  increase  of  $5  per  guest  room  unit  and  $9  for  apartment  units. 
Undoubtedly,  a  rent  increase  brings  an  additional  financial  burden  on  the 
tenants.    However,  this  amount  of  increase  may  not  cause  an  immediate 
displacement.    This  does  not  deny  the  needs  for  rent  assistance  to  mitigate 
the  additional  financial  burden  on  the  tenants,  particularly  the  lower  in- 
come and  elderly  tenants. 

The  remaining  44  percent  of  the  apartment  units  and  57  percent  of  the 
residential  hotel  units,  a  total  of  2,460  units,  in  the  enforcement  or 
abatement  process,  would  require  major  code  work  that  may  result  in  rent 
increases  exceeding  10  percent  and  in  displacement  of  tenants.  Applying 
the  occupancy  rates  of  90  percent  for  apartments  and  80  percent  for 
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Estimates  of  households  to  be  displaced 
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residential  hotels,  concluded  from  our  survey  of  ninety  buildings  in  the 
area,  approximately  2,092  households  would  be  affected  by  a  rent  increase 
of  this  magnitude.    However,  refinancing,  as  suggested  in  an  earlier 
section,  could  substantially  reduce  the  cases  of  rent  increases  by  stabiliz- 
ing or  reducing  the  existing  debt  service  payments  after  rehabilitation. 
Based  on  the  study  of  the  sixteen  case  buildings,  it  is  estimated  that 
approximately  85  percent  of  the  cases  could  avoid  a  rent  increase  through 
the  use  of  refinancing.    Under  this  assumption,  the  number  of  households 
affected  by  a  rent  increase  exceeding  10  percent  would  be  reduced  to  314 
households  (Table  5) .    These  households  would  be  eligible  for  relocation 
benefits  provided  under  the  RAP  program. 

The  remaining  12  percent  (1795)  of  the  units  include  1710  units  that 
have  not  been  scheduled  for  code  enforcement  under  the  Systematic  Code 
Enforcement  Program  and  85  units  that  are  located  in  buildings  with  less 
than  three  residential  units  presently  not  subject  to  the  Systematic 
Code  Enforcement  Program.    Under  similar  estimates,  there  would  be  approxi- 
mately 1009  units  requiring  major  rehabilitation  work.    Approximately  811 
households  live  in  these  units.    Through  refinancing,  the  number  of  house- 
holds who  would  be  affected  by  substantial  rent  increases  and  resulting 
displacement  would  be  reduced  to  122  households. 

In  sum,  it  is  estimated  that  approximately  436  households,  representing 
3.6  percent  of  the  estimated  12,050  households  in  the  proposed  area,  would 
be  affected  by  a  rent  increase  of  such  a  magnitude  that  households  would  be 
displaced  due  to  economic  reasons.    Without  refinancing,  the  number  of  dis- 
placements could  be  as  high  as  2903  or  24  percent  of  the  households.  These 
households  would  receive  relocation  payments  which,  in  effect,  would  sub- 
sidize a  portion  of  the  payments  for  another  standard  unit.    If  a  system 
could  be  established  to  subsidize  the  tenants  in  renting  their  original  but 
rehabilitated  units,  the  cases  of  displacement  would  not  occur. 

(d)    How  many  residents  would  be  displaced  by  demolition  under  RAP? 

My  assessment  is  that  all  existing  residential  buildings  in  the  area 
can  be  rehabilitated  and  can  be  brought  in  compliance  with  the  Housing 
Code  without  resorting  to  demolition.    In  the  past  several  years,  the  Bureau 
of  Building  Inspection  had  recorded  no  demolition  in  the  area  due  to  enforce- 
ment of  the  Housing  Code.    The  Department's  annual  Housing  Inventory  Report 
recorded  the  demolition  of  only  one  building  with  two  residential  units 
between  1971  and  1975. 

However,  several  buildings  with  uncorrected  Housing  Code  deficiencies 
had  been  vacated  by  the  owners  under  the  Systematic  Code  Enforcement  Program. 
In  fact,  three  buildings  were  vacated  by  the  owners  during  the  month  of  July 
causing  a  total  displacement  of  68  residents.    The  substantial  cost  of 
compliance  work,  the  lack  of  rehabilitation  financing  and  the  neglect  by  the 
owners  are  some  of  the  factors  creating  this  situation.    The  availability  of 
RAP  loans  would  reduce  vacation  of  buildings  and  concurrent  displacement  of  the 
tenants. 
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Furthermore,  the  nature  of  illegal  occupancy  in  the  proposed  RAP  area 
is  such  that  it  would  not  cause  displacement.    In  this  area,  illegal 
occupancy  often  means  illegal  installation  of  hot  plates  and  faulty  ventila- 
tion in  the  units .    The  Bureau  of  Building  Inspection  revealed  that  approxi- 
mately twenty-two  buildings  (13  residential  hotels  and  9  apartment  buildings) 
have  illegal  occupancy.    In  checking  a  selective  sample  of  these  buildings, 
the  Bureau's  building  inspectors  concluded  that  the  deficiencies  relating  to 
illegal  occupancy  could  be  corrected  without  eliminating  the  units  and  dis- 
placing the  tenants. 

According  to  these  analyses,  the  extent  of  rent  increase  resulting  from 
residential  rehabilitation  under  a  RAP  program  in  the  area  should  not  result 
in  widespread  displacement  of  the  residents.    If  the  program  activities  are 
carefully  managed,  its  impact  on  rent  and  displacement  should  be  less  severe 
than  the  impact  under  the  existing  Systematic  Code  Enforcement  Program.  I 
would  restate  that  there  is  a  serious  problem  of  overpaying  rents  by  the 
lower  income  residents  in  the  area.    In  view  of  this  situation  and  any 
additional  impacts  directly  attributable  to  RAP,  I  recommend  that  the  City 
should  take  certain  actions  to  minimize  the  immediate  cost  of  rehabilitation 
that  would  be  passed  on  to  the  tenants  and  to  provide  longer  range  solutions 
to  mitigate  the  financial  hardship  of  the  lower  income  residents  in  the  area. 
My  recommendations  are  as  follows: 

(i)  Amend  Sec.  32.73  of  the  Administrative  Code  to  revise  the  rent 
increase  limitation  by  subtracting  the  tax  savings  attributable  to  the 
deductions  of  interest  payments,  depreciation,  and  property  tax  on  the  costs 
of  rehabilitation  from  the  gross  rehabilitation  costs  that  would  otherwise 
be  passed  on  to  the  tenants.    This  adjustment  alone,  when  applied  to  the 
sixteen  case  buildings,  would  reduce  the  needed  rent  increase  from  15  per- 
cent to  10  percent,  a  saving  of  5  percent  or  $6  per  unit.    This  would  not 
reduce  the  owners*  existing  net  income  from  the  buildings.     It  would  only 
pass  on  the  tax  benefits  from  the  cost  of  rehabilitation  from  the  owners  to 
the  tenants.    The  owners  would  still  pass  on  the  net  rehabilitation  costs, 
along  with  any  increase  or  decrease  in  property  tax,  insurance,  and  annual 
adjustment  tied  to  the  Bay  Area  cost  of  living  index  to  the  tenants.  The 
draft  of  this  amendment  has  been  prepared  by  my  staff  in  consultation  with 
the  Bureau  of  Building  Inspection,  the  Mayor's  Office  of  Community  Develop- 
ment, the  Real  Estate  Department  and  the  City  Attorney's  office.    It  should 
be  noted  that  the  draft  has  been  reviewed  by  the  Citizens  Advisory 
Committees  of  the  Inner  Richmond  and  Upper  Ashbury  RAP  areas  and  was 
opposed  by  both  CACs.    One  of  the  reasons  was  that  such  a  procedure  would 
induce  owners  to  use  conventional  financing  thus  eliminating  mandatory  use 
of  RAP's  Rent  Stabilization  Guidelines. 

(ii)  Increase  the  use  of  refinancing  allowable  under  RAP  as  a  means 
to  reduce  rent  increase.    As  tested  in  the  sixteen  case  study  buildings, 
refinancing  could  stabilize  or  even  reduce  the  existing  debt  service  pay- 
ments after  rehabilitation.    It  could,  therefore,  reduce  the  cost  of 
rehabilitation  and  is  a  very  effective  means  of  minimizing  rent  increase 
and  displacement  under  a  RAP  program.    Refinancing  would  be  very  attractive 
to  property  owners  in  the  area  in  view  of  the  fact  that  many  of  them  are 
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holding  multiple  outstanding  mortgages  on  the  properties.    However,  it  would 
require  the  cooperation  of  existing  mortgagees  to  facilitate  such  refinanc- 
ing.   I  would  recommend  that    the  Director  of  Property  and  his  loan  officers 
should  judiciously  use  RAP  refinancing  in  cases  where  such  refinancing  could 
effectively  reduce  or  minimize  rent  increase. 

(Hi)  Establish  new  priorities  for  the  use  of  the  federal  low  interest 
(3  percent)  Sec.  312  rehabilitation  loans  in  the  North  of  Market  RAP  area. 
The  existing  priorities  established  by  the  Board  of  Supervisors  in  Resolu- 
tion No.  67-77  adopted  on  February  11,  1977  gives  the  first  priority  to 
owner  occupants  of  single  family  dwellings  and  the  fourth  and  last  priority 
to  absentee  owners  if  they  would  suffer  a  hardship  under  a  conventional 
RAP  loan  or  in  order  to  prevent  displacement  of  tenants  who  may  have  to  pay 
in  excess  of  25  percent  of  their  gross  income  for  rent  after  rehabilitation. 
Because  of  the  high  percent  of  absentee  owners  (80  percent)  and  the  large 
number  of  lower  income  tenants,  I  recommend  that  new  priorities  should  be 
established  by  the  Board  of  Supervisors  for  the  use  of  Sec.  312  loans  in 
the  North  of  Market  RAP  area.    The  first  priority  should  be  given  to 
investor  owners,  disregarding  income  status,  if  (a)  owners  will  enter  into 
a  Sec.  8  Program  contract  with  HUD  to  rent  the  units  to  the  lower  income 
households  after  rehabilitation,    or  if  (b)  the  use  of  Sec.  312  loans  would 
reduce  rent  increase  and  prevent  displacement  of  lower  income  tenants.  The 
use  of  Sec .  312  loans  would  not  only  minimize  displacement  but  would  also 
serve  as  a  program  incentive  for  the  owner.    The  extent  to  which  this 
program  could  be  used  is  dependent  upon  the  amount  of  Sec.  312  allocation 
from  HUD. 

(iv)  Support  existing  efforts  seeking  that  the  State  place  on  the 
ballot  an  amendment  to  the  Constitution  to  provide  for  a  five  year  period 
of  exemption  from  property  tax  on  the  portion  of  increased  assessment 
resulting  from  code  enforcement  rehabilitation.    Senate  Bill  No.  514  is 
addressing  the  issue.    Under  this  allowance,  residential  rehabilitation 
would  not  result  in  property  tax  increase  and  the  amount  of  add-on  cost  due 
to  rehabilitation  would  be  reduced.    In  turn,  the  pass-on  cost  to  the  tenants 
would  be  further  minimized. 

(v)  Encourage  and  assist,  by  providing  counselling  services,  the 
owners  in  the  use  of  Accelerated  Depreciation  allowable  under  provision 
167  (k)  of  the  Internal  Revenue  Code.    This  provision  allows  owners  to 
compute  the  depreciation  deduction  attributable  to  rehabilitation 
expenditures  incurred  with  respect  to  low-income  rental  housing  on  a 
straight-line  basis  over  a  period  of  five  years.    In  order  to  use  this  tax 
advantage,  the  owners  must  hold  the  units  for  occupancy  by  lower  income 
households  on  a  rental  basis.    The  use  of  this  measure  would  achieve  the 
purpose  of  retaining  and  providing  low  rent  units  for  the  lower  income 
tenants  and  would  be  more  palatable  than  a  mandatory  rent  control  to  the 
owners. 

(vi)  Carefully  schedule  the  code  enforcement  activities  to  avoid  any 
excessive  and  immediate  negative  impacts  on  the  tenants.     If  RAP  is 
instituted  in  the  area,  the  code  inspection  and  enforcement  activities 
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should  be  scheduled  carefully  in  accordance  with  the  availability  of  funds 
for  rehabilitation  loans  and  measures  to  minimize  displacement.  Available 
financing  should  be  first  directed  to  assist  the  owners  of  the  125  buildings 
presently  in  the  code  abatement  process.     If  an  immediate  and  full  compliance 
with  the  Housing  Code  would  result  in  the  displacement  of  tenants  and  re- 
location housing  is  not  readily  available  in  the  neighborhood,  owners  should 
be  allowed  to  correct  the  immediate  life  hazards  first  and  to  phase  the 
remaining  code  work  incrementally.    Vacant  buildings  or  buildings  with  low 
occupancy  should  be  abated  first  to  generate  relocation  housing  within  the 
area. 

(vii)  Prudently  administer  the  use  of  RAP  loans  so  that  property 
improvements  would  not  generate  a  supply  of  housing  units  with  rents  in 
excess  of  the  existing  tenants'  financial  ability  to  pay  or  artificially 
change  the  economic  composition  of  residents.     I  recognize  that  some  general 
improvements  in  addition  to  the  minimum  code  compliance  work  are  considered 
important  and  desirable  by  the  owners  as  a  means  of  rejuvenating  the  housing 
stock.    However,  such  improvements  should  be  planned  with  consideration  given 
to  the  consequent  cost  and  the  financial  ability  of  the  existing  tenants. 
Some  general  improvements,  such  as  installing  security  door  locks,  increas- 
ing accessibility  for  physically  handicapped  tenants,  providing  cooking 
counters  in  existing  hotel  units,  which  would  improve  the  living  amenities 
for  lower  income  and  elderly  residents,  should  be  encouraged. 

(viii)  As  an  effective  means  of  subsidizing  the  housing  costs  of  the 
lower  income  residents  in  the  area,  increase  the  use  of  federal  rent 
supplement  programs  such  as  the  Sec.  8  Housing  Assistance  Payments  Program 
and  of  the  City  financed  STRAP  (Special  Temporary  Relocation  Assistance 
Program)  to  supplement  the  Community  Development  funded  relocation  payments. 
Several  measures  could  be  exercised  immediately.    First,  the  City  should 
assist  and  counsel  the  area's  lower  income  tenants  to  apply  for  Sec.  8 
payments  from  the  S.F.  Housing  Authority  to  rent  existing  standard  units 

in  the  area.     Sec.  8  payments  are  more  effective  than  relocation  payments  as 
a  mitigation  measure  for  rent  increases  because  relocation  payments  under 
RAP  could  not  be  provided  unless  the  tenants  physically  move  out  of  their 
existing  units,  while  rent  assistance  could  be  used  to  subsidize  the 
tenants'  rent  for  the  existing  units  after  rehabilitation.    Second,  Sec.  8 
payments  under  the  federal  regulations  cannot  be  used  to  lease  guest  rooms 
unless  the  units  have  bathing  facilities  and  their  buildings  have  common 
dining  facilities.    The  use  of  relocation  payments  is  therefore  a  very  crucial 
means  of  providing  rent  assistance  to  tenants  in  residential  hotels.  The 
relatively  high  vacancy  rates  existing  in  many  hotels  in  the  area  would 
provide  locations  to  which  the  affected  tenants  could  move  either  within 
their  own  buildings  or  to  adjacent  ones  in  order  to  receive  the  benefits  of 
the  relocation  payments.    The  code  work  in  these  hotels  should  be  done 
before  such  relocation,  on  an  incremental  basis  so  that  relocation  would  be 
less  disruptive.    Third,  the  City  should  increase  its  appropriation  for  and 
make  maximum  use  of  the  local  STRAP  program  in  the  event  that  Sec.  8  alloca- 
tions are  not  available  and  relocation  payments  cannot  adequately  reduce  the 
hardship  of  rent  increase  and  displacement  of  the  tenants. 
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(ix)  The  City  should  encourage  and  assist  building  owners,  the  S.F. 
Housing  Authority ,  or  other  non-profit  private  developers  to  use  RAP  loans, 
or  federal  and  state  insured  mortgage  loans  in  conjunction  with  the  Sec.  8 
Substantial  Rehabilitation  Program  to  renovate  presently  vacant  buildings 
or  buildings  with  high  vacancy  rates  to  standard  and  affordable  housing  for 
lower  income  households.    In  needy  cases,  Community  development  funds  might 
be  used  to  acquire  buildings  from  existing  owers      for  re-conveyance  to  a 
non-profit  developer  who  is  capable  and  willing  to  own,  rehabilitate,  and 
operate  the  building  as  a  lower  income  housing  project. 

(x)  Counselling  services  should  be  provided  under  RAP  to  assist 
elderly  residents  in  the  areas  to  obtain  rent  assistance,  relocation  benefits, 
to  manage  their  voluntary  or  involuntary  relocation,  and  obtain  other  services 
that  the  elderly  residents  and  local  service  workers  deem  necessary  to  ease 
the  inconvenience  caused  by  the  residential  rehabilitation  program  in  the 
area.    I  understand  that  the  positions  of  a  Community  Liaison  Officer  and 

a  Senior  Social  Worker  have  been  included  in  the  RAP  budget  for  the  North  of 
Market  area.    These  two  persons  should  work  in    a  coordinated  manner  with 
the  existing  service  agencies  and  the  residents  to  ensure  that  the  housing 
rights  of  the  elderly  are  made  known  to  them  and  make  sure  that  the  needs 
of  the  elderly  are  expressed  and  responded  to  during  the  course  of  the  RAP 
program  in  the  area. 

If  the  aforesaid  conditions  (i)  through  (x)  are  provided  along  with 
the  designation  of  RAP  in  the  area,  the  immediate  impact  of  residential 
rehabilitation  on  rent  increases  and  displacement  should  be  reduced  and  the 
broader,  general  problems  of  the  lower  income  residents  would  be  also 
mitigated.    I  strongly  urge  positive  consideration  of  these  recommendations. 
Some  of  these  will  be  included  in  the  environmental  evaluation  document. 

(5)    Whether  institution  of  RAP  in  the  area  would  assist  in  neighbor- 
hood initiated  improvement  programs. 

Public  improvements  are  crucial  to  achieving  the  full  intent  of  RAP  to 
improve  the  housing  and  the  quality  of  life.    According  to  the  RAP 
Ordinance,  public  improvements  shall  include  the  items  relating  to  public 
amenities,  health,  recreation,  child  care,  education,  culture  and  safety 
facilities  and  services.    Presently,  neighborhood  groups  such  as  the  North 
of  Market  Senior  Services  Center,  the  Heart  of  San  Francisco  Beautification 
League  and  the  Tenderloin  Agencies  Council  have  been  actively  working  with 
City  officials  to  implement  neighborhood-initiated  public  improvement 
projects.    Public  improvement  funds  available  under  RAP  would  extend  their 
efforts  to  improve  the    neighborhood  and  would  complement  the  existing 
improvement  projects.    Community  Development  funds  are  reserved  for  the 
North  of  Market  area  under  the  Neighborhood  Initiated  Improvement  Program 
(NIIP)  for  replacement  of  litter  receptacles,  street  trees,  and  benches,  and 
the  Bicentennial  Program  for  outdoor  physical  improvements  and  the  Neighbor- 
hood Center  Program  for  a  new  neighborhood  center.    The  locally  funded  Open 
Space  and  Park  Renovation  Program  will  also  provide  funds  for  developing  a 
mini-park.    Other  public  improvements  are  needed  to  enhance  the  identity  of 
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this  unique  residential  neighborhood  and  to  provide  a  better  living  environment 
for  the  different  resident  groups. 

Most  street  improvements  should  be  geared  to  improve  the  visual  environment 
and  to  provide  public  amenities.    The  area  needs  a  higher  level  of  lighting, 
particularly  on  those  streets  where  night  life  or  other  business  lighting  is 
absent.    Both  residents  and  owners  in  the  area  agree  that  additional  street 
lighting  is  their  highest  priority  public  improvement  item.    Visual  improvements, 
such  as  street  beaut if icat ion,  additional  street  trees,  sidewalk  benches  and 
widened  street  corners  to  reduce  the  walking  distance  across  street  traffic  and 
to  provide  bus  stop  plazas  would  augment  the  neighborhood's  effort  to  improve 
the  living  environment  of  the  area.    Other  amenities,  such  as  Muni  bus  shelters, 
kiosks,  additional  phone  booths,  and  drinking  fountrins  could  also  be  provided. 
Consideration  should  be  given  to  providing  indoor  facilities  for  the  different 
age  groups  and  social  groups. 

A  detailed  Public  Improvement  Plan  for  the  area  would  be  prepared  by  the 
Department  of  City  Planning  with  the  participation  of  the  Citizens  Advisory  Com- 
mittee in  consultation  with  other  relevant  City  Agencies  after  the  designation  of 
RAP  in  the  area.    If  the  proposed  area  is  designated,  I  would  ensure  my  staff's 
efforts  to  provide  maximum  opportunities  for  plans  generated  by  local  existing 
neighborhood  groups  and  the  different  resident  groups  and  provide  staff  technical 
assistance  as  needed  to  develop  a  responsive  plan. 

(6)    Whether  institution  of  RAP  would  preserve  and  improve  the  social, 
ethnic,  and  economic  integration  of  the  area. 

The  impact  of  RAP  on  the  social,  ethnic,  and  economic  integration  of  the 
proposed  area  should  be  evaluated  by  examining  the  demographic  changes  that  have 
occurred  in  the  area,  the  present  status  of  integration  and  whether  RAP  would 
affect  the  existing  status  of  integration  in  the  area. 

Although  the  decennial  census  data  are  not  current,  they  are  the  only  avail- 
able information  that  can  describe  the  trend  of  demographic  changes.    The  area 
had  a  more  diverse  mix  of  age  groups  in  1970  than  the  preceding  decade  (Table  6). 
Although  the  area's  population  was  still  predominantly  white,  the  minority  popu- 
lation had  been  steadily  growing    particularly  between  1960  and  1970.    The  area 
had  become  primarily  the  residence  of  single  individual  and  lower  income  households. 
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Table  6 


SELECTIVE  DEMOGRAPHIC  DATA,  FOR  THE 
NORTH  OF  MARKET  AREA 


1950 


1960 


1970 


Age 


60+ 
45-59 
35-44 
19-34 
Under  19 


23% 
29 
21 
22 
5 


42% 
30 

8 
16 

4 


37% 
23 
12 
25 
3 


Race  White 
Black 
Others 


99% 


97% 
1 
2 


88% 
4 
8 


Household  Family  55%  17%  14% 

Primary  Individual  45  83  86 

Income  Lower  Income  Fam.  &  44%  N/A  60% 
Individuals  /l 


/  1  Families  and  individuals  who  had  income  at  80  percent  or  less 
of  the  city's  median  income  for  the  given  year  were  considered 
as  lower  income. 

Sources:  1950,  I960,  and  1970  U.S.  Censuses 


Field  observations  and  discussions  with  key  informants         confirm  the  im- 
pression that  the  overal  North  of  Market  area  is  a  uniquely  diverse  area  in  terms 
of  its  social  composition.    While  its  ethnic  mixture  is  not  as  diverse  as  the 
City's,  the  area  does  appear  to  be  the  preferred  locale  for  persons  who  are 
elderly,  young,  higher  income  (few)  and  lower  income  (many);  transient  and 


(1)  Department  of  City  Planning  staff  has  maintained  frequent  contact  with 
representatives  of  many  social  service  agencies,  concerned  individuals 
and  residents  in  the  area. 
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permanent,  children  with  single  parents;  homosexual;  people  living  alone  or  in 
small  households;  and  some  who  engage  in  actual  or  marginally  criminal  activity 
such  as  prostitution  and  illegal  narcotics  traffic.    Among  the  transients  are 
large  numbers  of  tourists  who  avail  themselves  of  a  wide  range  of  services  and 
facilities  as  diverse  as  sexually  oriented  theaters,  night  clubs  and  book  stores 
as  well  as  "legitimate"  theaters  and  some  of  the  city's  more  popular  bars  and 
restaurants. 

This  rich  social  variety  is  the  essence  of  the  dilemma  which  the  recommen- 
dations contained  herein  seek  to  resolve.     A  program  to  improve  the  housing  con- 
ditions, without  responsive  mitigating  measures  for  its  impacts  could  cause 
displacement  of  persons  and  activities  the  community  wishes  to  retain  while  not 
necessarily  ridding  the  neighborhood  of  its  undesirable  elements  which  could  not 
be  addressed  in  a  physical  improvement  program  such  as  RAP. 

There  are  also  concerned  citizens  of  the  neighborhood  who  fear  that  RAP 
would  improve  the  housing  and  the  area  to  such  an  extent  that  it  would  shift  the 
housing  market  from  lower  and  moderate  income  to  higher  income  tenants.     I  ap- 
preciate this  concern  and  I  feel  that  this  phenomenon  is  less  likely  to  occur  if 
the  RAP  program  is  carefully  managed  and  the  types  of  rehabilitation  work  is 
properly  regulated.    As  I  recommended  earlier,  a  RAP  program  in  the  area  should 
emphasize  the  abatement  of  Housing  Code  deficiencies  and  the  use  of  RAP  financing 
shculd  be  carefully  administered  so  that  the  improvements  would  not  artificially 
change  the  economic  composition  of  the  residents  in  the  area.    With  the  judicious 
use  of  refinancing,  the  entent  of  displacement  under  RAP  could  be  reduced  to 
3.6  percent  of  all  the  households  in  the  proposed  area.     I  recommended  (on  page 
22)  that  the  City  should  use  rent  subsidy  programs  and  relocation  assistance  in 
such  a  manner  that  tenants  affected  by  rent  increases  under  RAP  could  receive 
rent  assistance  and  remain  in  the  area.    Also,  existing  vacant  or  low-occupancy 
buildings  should  be  renovated  to  provide  relocation  housing  within  the  neighbor- 
hood so  that  the  households  inevitably  displaced  under  the  program  could  remain 
in  the  area.    The  RAP  program  also  provides  for  the  enforcement  of  equal  housing 
opportunity  laws  by  the  local  Human  Rights  Commission. 

Nevertheless,  an  effective  crime  prevention  program  to  improve  the  social 
conditions  and  street  security  is  very  important  to  improve  the  existing  inte- 
gration of  the  area.    The  elderly  residents  and  the  families  with  children  would 
particularly  appreciate  a  crime  prevention  program.     Also,  the  area  is  gaining 
in  the  number  of  moderate  income  residents  who  are  ser\ice,  clerical,  semi-skilled 
workers  employed  in  the  adjacent  downtown  areas.    They  are  becoming  integrated 
with  the  elderly,  unemployed,  and  transient  residents  of  the  area.     Some  owners 
indicated  during  the  interviews  that  a  crime  prevention  program  is  necessary  in 
order  to  retain  the  existing  residents  and  attract  this  moderate-income  popula- 
tion groups  to  the  area. 

In  consideration  of  these  factors,  I  conclude  that  the  net  result  of  RAP, 
accompanied  by  a  crime  prevention  program  and  the  mitigation  measures  I  recom- 
mended herein  would  preserve  and  improve  the  social,  economic,  and  ethnic  inte- 
gration of  the  area. 
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(7)     What  is  the  extent  of  public  support  for  designation  of  .the  area 
as  a  Residential  Rehabilitation  Area. 

I  have  conducted  two  public  meetings  pursuant  to  Sec.  32.41  of  the  Adminis- 
trative Code  with  the  participation  of  approximately  200  and  130  people  respec- 
tively.       During  the  course  of  the  study  and  in  addition  to  the  interviews  of 
owners  and  residents,  my  staff  has  discussed  RAP  and  related  issues  with  con- 
cerned individuals  and  representatives  of  the  North  of  Market  Senior  Services 
Center,  the  Downtown  Owners  and  Tenants  Association,  the  San  Francisco  Neigh- 
borhood Legal  Assistance  Foundation,  Central  City  Office  and  the  Bay  Area 
Planners  Network.    During  these  occasions,  we  invited  and  received  opinions, 
comments  and  suggestions  on  the  necessity  of  and  support  for  the  institution  of 
the  Rehabilitation  Assistnace  Program  in  the  proposed  area,  and  the  impacts  of 
RAP  on  rent  increase,  neighborhood  improvement,  and  social,  economic,  and  ethnic 
integration  of  the  area.    My  conclusion  is  that  there  is  general  underlying 
support  from  owners  and  tenants  for  the  designation  of  RAP  in  the  proposed  area 
because  they  recognize  the  urgent  need  for  improving  housing  conditions  and  the 
living  environment.     However,  the  depth  of  support  is  conditioned  upon  the  res- 
olution of  several  major  issues  centering  on  dislocation  socially  and  economically. 
Throughout  this  letter  I  have  addressed  these  issues  and  have  made  recommendations 
wherever  appropriate  as  to  how  RAP  might  be  implemented  in  a  manner  that  would 
assist  the  resolution  of  these  issues.     I  will  list  all  these  issues  below  and 
then  highlight  my  recommendations  in  response  to  them. 

After  the  two  public  meetings,  two  organizations,  namely  the  Central  City 
Office  of  the  San  Francisco  Neighborhood  Legal  Assistance  Foundation  and  the 
Bay  Area  Planners  Network,  brought  forth  their  concerns    about  the  quantity  of 
data  on  which  my  staff  and  I  based  the  analysis  of  the  impacts  of  RAP  in  the 
proposed  area.    They  also  advocated  the  preparation  of  an  EIR/s..    I  will  also 
address  these  concerns  below. 

A.      Issues  raised  by  concerned  residents,  owners  and  citizens  regarding 
the  institution  of  RAP  in  the  proposed  area: 

(1) .     RENT  INCREASES  AND  DISPLACEMENT 

The  impact  of  RAP  on  rent  increase  and  the  possibility  of  widespread 
displacement  of  lower  income  elderly  and  non-elderly  tenants  from  the  area  into 
other  neighborhoods  or  to  outside  the  city; 

The  control  of  rent  levels  and  of  speculation  throughout  the  RAP  area; 


(1)  For  both  public  meetings  extensive  notification  occured.  The  proposed  area 
was  leafleted  and  residents  received  copies  of  the  notice  at  their  place  of 
residence.     Owners  were  mailed  meeting  notices.     The  media  was  well  informed. 
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°    The  phasing  of  RAP  code  enforcement  activities  and  their  priorities ; 

°    The  availability  of  adequate  relocation  resources  prior  to  any  rehab- 
ilitation activities. 

(2)  RENT  SUBSIDIES  AND  NEW  HOUSING 

°    The  provision  of  rent  subsidies  to  all  the  lower  income  residents  who 
require  them; 

*  Long  term  relocation  payments; 

0    Additional  new  subsidized  housing  for  the  existing  lower  income  elderly 
residents. 

(3)  RESIDENTS'  PARTICIPATION  IN  PROGRAM  ACTIVITIES 

°    The  need  to  change  RAP's  focus  from  the  needs  of  the  building  owners 
to  the  needs  of  the  residents; 

*  Continuous  means  of  community  involvement  and  participation  in  the  en- 
tire rehabilitation  program  process; 

0    Full  community  control  over  RAP. 

(4)  COUNSELING  SERVICES 

°    Coordination  among  existing  services  and  the  development  of  the  new 
services  through  RAP; 

8    Additional  service  to  assist  elderly  residents  in  relocation  matters. 

(5)  OTHER  PROGRAM  IMPROVEMENTS 

0  Lower  interest  rate  RAP  loans; 

°  Moratorium  on  property  tax  increases  due  to  code  compliance  rehabili- 
tation. 

B.  Proposed  recommendations  in  response  to  the  issues  above: 

Highlights  of  recommendations  in  response  to  these  concerns  and  based 
on  the  study  findings  are  as  follows : 

(1)   RENT  INCREASES  AND  DISPLACEMENT 

The  majority  of  the  buildings,  which  were  the  worse  buildings,  had  been 
abated  in  the  area.     Only  11  percent  of  the  iuildings  have  not  been  scheduled 
for  code  inspection  and  enforcement  under  the  present  Systematic  Code  Enforcement 
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Program.    The  average  per  unit  rehabilitation  costs  for  the  buildings  with  code 
violations  were  found  to  be  relatively  low  and  the  resultant  rent  increase  could 
be  reduced  to  an  average  7.5  percent  ranging  from  3  to  5  percent  in  minor  rehab- 
ilitation to  more  than  10  percent  in  major  rehabilitation.    Code  enforcement 
activities  under  a  RAP  program  would  not  cause  demolition  in  fact,  it  would  re- 
duce the  incidents  of  vacating  buildings  activity.    It  is  estimated  that  approx- 
imately 3.6  percent  of  the  households  would  be  displaced  under  a  RAP  program 
in  the  proposed  area.    More  specifically,  I  recommended  the  following  actions 
to  reduce  the  amount  of  rent  increase  and  minimize  the  impact  on  displacement. 

a.  Amend  the  RAP  Ordinance  so  that  the  Rent  Stabilization  Guidelines 
will  allow  adjustment  of  the  amount  of  rehabilitation  cost  that  could 
be  passed  on  to  the  tenants. 

My  earlier  analysis  indicated  that  rent  had  increased  by  6  to  8  percent  in 
the  area  during  the  last  18  months.    If  a  RAP  program  is  instituted,  rents  would 
increase  by  an  average  of  15  percent  in  order  to  cover  the  rehabilitation  costs. 
However,  if  the  federal  tax  savings  (from  deductions  of  interest  payments,  de- 
preciation and  property  taxes  attributable  to  the  cost  of  rehabilitation)  were 
not  passed  onto  the  tenants  in  the  form  of  rent  increase  as  they  can  be  now,  the 
resulting  rent  increase  would  be  reduced  from  15  to  10  percent. 

b.  Maximize  the  use  of  refinancing, 

The  use  of  refinancing  could  stabilize  or  reduce  the  existing  debt  service 
so  that  no  net  increase  of  debt  service  would  result  from  rehabilitation  work 
and  no  additional  cost  would  be  passed  on  to  the  tenants. 

c.  Encourage  "voluntary"  rent  control  and  the  use  of  167  (k)  Accelerated 
Depreciation. 

Rent  control  is  certainly  the  major  concern  of  tenants  and  their  represen- 
tatives.   On  the  other  hand,  owners  have  expressed  their  strong  opposition  to 
restrictive  rent  control.    It  is  difficult  to  consolidate  these  diverse  points 
of  view.    There  are  fundamental  philosophical  issues  involved  based  on  differing 
attitudes  about  property  ownership  and  tenants  rights.    Eventually  the  city  may 
have  to  use  the  legislative  and  judicial  process  to  define  a  new  consensus.  My 
recommendation  is  to  encourage  "voluntary"  rent  control  through  the  various 
aforementioned  measures  of  minimizing  the  possible  "pass-on"  costs  to  the  tenants 
after  rehabilitation,  and  to  encourage  the  use  of  the  provision  167  (k)  of  the 
federal  Tax  Code  to  provide  the  advantages  of  accelerated  depreciation  to  owners 
while  preserving  the  rental  units  for  the  lower  income  households. 

d.  Carefully  schedule  the  code  enforcement  activities  and  abate 
immediate  life  hazards  first. 

The  careful  scheduling  of  enforcement  activities  and  the  staging  of  Housing 
Code  abatement  with  emphasis  on  immediate  life  hazards  are  necessary  measures  to 
assure  that  the  institution  of  RAP  would  not  induce  strong  and  immediate  negative 
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impacts  such  as  rent  increases  and  displacement  of  the  tenants  in  the  area.  I 
have  earlier  recommended  that  the  activities  should  be  initiated  only  in  accor- 
dance with  the  availability  of  funds  for  rehabilitation  loans  and  mitigation 
measures.    Priority  for  loan  financing  should  be  given  to  the  owners  whose 
buildings  are  presently  under  abatement. 

e.    Administer  the  use  of  loan  funds  so  that  the  property  improvements 
would  not  produce  rent  increases  in  excess  of  the  financial  ability 
of  the  existing  tenants  to  pay  them  or  artificially  change  the 
economic  composition  of  the  area's  residents . 

(2)  RENT  SUBSIDY  AND  NEW  HOUSING 

a.  Maximize  the  use  of  Sec.  8  Housing  Assistance  Payments  to  subsidize 
lower  income  tenants  in  renting  their  existing  units  after  rehabili- 
tation.   This  requires  the  coordinative  efforts  with  the  S.F.  Housing 
Authority  which  administrers  the  Sec.  8  Leased  Housing  Program  and 
particularly  the  adequate  allocation  of  Sec.  8  payments  from  HUD. 

b.  Utilize  the  relocation  assistance  payments  to  subsidize  lower  income 
tenants  in  residential  hotels  to  rent  their  existing  quest  room  units 
after  rehabilitation.   (It  should  be  noted  that  Sec.  8  payments  can  be 
used  in  leasing  guest  rooms  only  if  these  units  have  bathroom  facilities 
and  are  located  in  buildings  with  common  dining  facilities.) 

c.  The  City  should  increase  the  appropriation  for  and  make  maximum  use 
of  the  local  STRAP  (Special  Temporary  Fcnt  Assistance  Program)  pro- 
gram in  the  event  that  Sec.  8  allocations  are  not  available  and  relo- 
cation payments  cannot  adequately  address  the  hardship  of  rent  increase 
and  displacement  of  the  tenants. 

d.  The  City  should  seek  the  means  of  extending  the  provisions  of  rent 
assistance  to  lower  income  households  beyond  the  four  year  period 
stipulated  in  the  existing  Relocation  Policy. 

e.  Use  RAP  loans,  or  federal  and  state  insured  mortgages/ loans  in  con- 
junction with  the  Sec.  8  Program  for  Substantial  Rehabilitation  to 
renovate  existing  vacant  buildings  and  buildings  with  low  occupancy 
rates  to  standard  and  affordable  housing  for  the  lower  income  residents 
of  the  area. 

(3)  RESIDENTS'  PARTICIPATION  IN  PROGRAM  ACTIVITIES 

a.     Ensure  the  constitution  of  the  Citizens1  Advisory  Committee  (CAC)  for 
the  North  of  Market  RAP  area  will  adequately  represent  the  interest  of 
the  residents . 

More  than  99  percent  of  the  area's  residents  are  renters  and  approximately 
20  percent  of  the  owners  are  absentee  owners.  The  CAC  for  this  area,  if  desig- 
nated for  RAP,  should  be  so  constituted  to  adequately  represent  the  renters' 
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interests.    I  recommend  that  with  the  designation  of  the  proposed  area  for  RAP, 
the  Board  of  Supervisors  should  mandate  by  ordinance  that  the  eleven  member  CAC 
should  comprise  not  more  than  40  percent  owners  (4  seats)  and  not  less  than 
40  percent  renters  (5  seats)  and  not  more  than  20  percent  organized  community 
groups  (2  seats).    The  ordinance  would  supersede  Sec.  32.30  subsections  (b)  and 
(c)  of  the  Administrative  Code  only  for  the  North  of  Market  RAP  area. 

(4)  COUNSELING  AND  OTHER  SERVICES 

a.  Employ  counselors  under  the  RAP  Program. 

I  recommended  (P.  23)  that,  with  the  designation  of  RAP  in  the  area, 
counselors  should  be  hired  to  assist  in  the  administration  of  program  activities. 
These  persons  should  be  located  in  an  area  office       or  in  an  existing  service 
agency.    An  important  function  of  these  workers  is  to  ensure  proper  communica- 
tion of  housing  rights  of  the  elderly  and  make  sure  that  the  needs  of  the  elderly 
are  expressed  and  responded  to  during  the  course  of  the  RAP  program  in  the  area. 
I  understand  that  the  positions  of  a  Community  Liaison  Officer  and  a  Senior 
Social  Worker  have  been  included  in  the  RAP  budget  for  the  North  of  Market.  I 
would  urge  the  Board  of  Supervisors  to  approve  these  positions. 

b.  Employ  a  Fire  Inspector  under  the  RAP  program. 

Due  to  the  high  number  of  fire  incidents  which  caused  an  average  of  five 
deaths  per  year  in  the  North  of  Market  area,  a  Fire  Inspector  should  be  employed 
under  the  RAP    Program.    This  person,  besides  assisting  building  inspectors, 
should  alert  both  owners  and  residents  to  any  potential  fire  hazards  in  the 
buildings.    This  Inspector  should  also  educate  residents  how  to  eliminate  the 
causes  of  fire,  how    to  avoid  severe  fire  damages,  and  how  to  protect  one's 
personal  safety  in  the  event  of  fire.    I  understand  that  the  position  of  a 
Fire  Inpsector  has  also  been  included  in  the  RAP  budget  for  the  North  of  Market 
RAP  area,  and;;I  urge  the  approval  of  this  position. 

(5)  OTHER  PROGRAM  IMPROVEMENTS 

a.  Pursue  the  possibility  of  providing  rehabilitation  loans  at  more 
favorable  terms. 

The  City  should  pursue  with  the  California  Housing  Finance  Agency  and  lend- 
ing institutions  the  establishment  of  regulations  in  the  state  bond  insurance 
program  to  provide  lower  interest  rate  and  possibly  longer  term  RAP  loans  as 
allowable  under  the  Marks-Foran  legislation. 

b.  Establish  new  priorities  for  the  vse  of  low  interest  Sec.  312  rehabili- 
tation loans  in  the  North  or  Market  RAP  area. 

I  recommended  (P.  21)  that  new  priorities  should  be  established  by  the 
Board  of  Supervisors'  resolution  for  the  North  of  Market  RAP  area  so  that  any 
investor  owners,  regardless  of  their  income  status,  should  be  given  the  first 
priority  to  receive  Sec.  312  loans  if    (i)     the  owners  are  willing  to  enter  into 
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a  contract  with  HUD  to  use  the  Sec.  8  Housing  Assistance  Payments  for  Substantial 
Rehabilitation  projects  to  provide  longer  term  rent  subsidies  for  the  lower  in- 
come tenants  affected  by  the  rehabilitation  program,  or  (ii)  the  use  of  Sec.  312 
loans  would  reduce  rent  increase  and  prevent  displacement  of  tenants.    This  low 
interest  (3  percent)  federal  loan  program  will  serve  as  an  incentive  to  the 
owner  as  well  as  a  mitigation  measure  for  rent  increase.    My  staff  will  prepare 
the  details  of  this  resolution  upon  designation  of  the  area  for  RAP. 

c.  Support  a  Constitutional  amendment  to  exempt,  for  five  years,  property 
taxes  on  the  portion  of  increased  assessed  valuation  due  to  code  enforcement 
rehabilitation  work. 

d.  The  Director  of  Property,  acting  for  the  Chief  Administrative  Officer, 
should  allow  the  amount  of  a  rehabilitation  loan  to  be  increased  to  the  maximum 
of  $17,500  per  unit  for  apartment  buildings  and  $11,500  per  unit  for  residential 
hotels  (as  proposed)  if  the  larger  amount  is  needed  to  abate  serious  and  accum- 
ulated code  deficiencies  hazardous  to  the  immediate  life  safety  of  the  residents. 

I  have  made  two  other  recommendations  that  relate  specifically  to  rehabili- 
tation of  residential  hotels. 

e.  Amend  Sec.  32.51  of  the  Administrative  Code  "maximum  amount  of  loans" 
to  establish  a  loan  limit  of  $2,500  per  unit  for  a  guest  room  as 
defined  in  Sec.  203.7  of  the  Housing  Code,  and  $5,000  per  unit  for 

a  guest  room  with  cooking  facilities. 

The  Chief  Administrative  Officer  may  approve  following  established  guide- 
lines, a  loan  in  excess  of  these  amounts  up  to  $11,500  per  unit. 

f.  Assist  owners  and  their  lessees  to  make  special  arrangements  so  that 
the  advantageous  financing  available  to  the  owners  under  the  program 
could  be  transferred  to  the  lessees. 

g.  Introduce  SBA  loans  in  conjunction  with  RAP  to  assist  physical  improve- 
ment of  commercial  units. 


(6)  OFFICIAL  NAME  FOR  THE  NEIGHBORHOOD 


a.    Officially  change  the  name  of  the  "Tenderloin  "  district  to  "North  of 
Market .  " 

All  official  references  to  that  district  in  the  future  should  refer  to  "North 
of  Market."    During  the  course  of  our  RAP  feasibility  study,  the  Department  heard 
testimony  and  received  communications  from  citizens  of  the  area  requesting  that 
such  a  change  be  officially  adopted  by  the  City.    The  sentiment  of  the  community 
people  who  advocated  the  change  stemmed  from  the  fact  that  there  were  many  negative 
psychological  connotations  to  the  "Tenderloin"  reference.    Many  groups  in  the 
area  have  already  incorporated  the  North  of  Market  title  in  their  work  in  this 
area. 
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(7)     SEISMIC  STRUCTURAL  HAZARDS 

(a)    Seek  the  establishment  of  new  programs  for  abatement  of  seismic 
structural  hazards. 

One  failing  of  RAP  in  the  North  of  Market  area  is  that  it  would  not 
implement  the  policy  of  the  Community  Safety  Element  of  the  Comprehensive 
Plan  calling  for  the  orderly  abatement  of  seismically-related  hazards  in 
existing  buildings.    The  North  of  Market  area  has  a  high  need  for  such 
abatement,  as  it  has  a  large  concentration  of  potentially  hazardous,  un- 
reinforced-masonry  buildings  constructed  before  1948,  after  which  they  were 
prohibited  by  the  Building  Code;  and  the  area  has  a  high  population  density. 
Abatement  of  these  structural  hazards  would  be  much  more  expensive  than  the 
cost  of  correction  of  Housing  Code  deficiencies  under  RAP,  and  in  some 
cases  demolition  and  reconstruction  might  be  economically  more  viable. 
Abatement  of  seismic  hazards,  therefore,  could  result  in  greatly  increased 
rents  and  large  scale  displacement  of  existing  tenants,  even  disregarding 
the  possible  demolition  of  some  buildings.    RAP  is  neither  designed 
to    provide    financing  for  abatement  of  major  structural  hazards 
nor  adequately  funded  to  accommodate  large  scale  residential  displacement 
which  would  be  contrary  to  the  policies  of  the  Residence  Element  calling  for 
retention  of  the  existing  housing  stock  and  avoidance  of  the  displacement 
of  residents    without  adequate  relocation  resources.      RAP  would  allow  for 
some  abatement  of  non-structural  seiemic  hazards,  such  as  fire  safety 
features  including  exits  and  electrical  wiring,  and  the  elimination  of 
potential  falling  objects  by  strengthening  or  redesigning  parapets  and 
cornices.    However,  RAP  would  assist  in  the  rehabilitation  of  many 
buildings  that,  however  livable  now    or  as  a  result  of  RAP  improvements, 
nevertheless  are  structurally  unsound  and  subject  to  total  collapse  in  the 
event  of  a  major  earthquake. 

It  should  be  noted  that  substantially  all  of  Chinatown,  with  a  higher 
density  of  persons  than  the  North  of  Market  Area,  and  much  of  the  South  of 
Market  area  have  a  large  number  of  seiemically  unsound  buildings.  Other 
related  effects  of  earthquakes,  such  as  landslides,  liquefaction  and 
subsidence  are  not  likely  to  affect  the  North  of  Market  area.    Strong  to 
very  strong  ground  shaking  could  occur,  however. 

These  factors  were  all  considered  in  the  decision  to  recommend  RAP 
for  the  North  of  Market  area.    Our  conclusion  was  that  implementing  RAP 
would  provide  for  the  immediate  improvement  of  the  area,  which  is  a  high 
priority  of  the  City,  without  preventing  or  forestalling  development  of  a 
seismically-related  structural  hazards  abatement  program  in  the  future.  In 
view  of  the  much  greater  funding  that  would  be  required  for  a  structural 
hazards  program,  RAP-induced  improvements  at  this  time  are  considered 
desirable  and  necessary     (even  if  their  value  may  be  reduced  by  a  later, 
more  complete  upgrading) .     I  would  urge  that  the  City  set  a  high  priority 
on  seeking  the  establishment  of  new  programs  which  would  address  the 
historic  and  ever-present  problem  of  structurally  unsafe  buildings  in 
San  Francisco. 


33 


Summary  Chart  of  Recommendations  and  Implementation  Actions 


The  following  chart  summarizes  all  the  recommendations  by  the  types  of  actions 
required  to  implement  the  recommendations.     Also  indicated  is  whether  an  appropriation 
of  funds   (from  HUD,  Community  Development  Block  Grant,  or  Local)   is  necessary. 
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(5)  OTHER  PROGRAM  IMPROVEMENTS 
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(7)  SEISMIC  STRUCTURAL  HAZARDS 
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IV.     ENVIRONMENTAL  EVALUATION  PROCEDURE 


A  final  issue  which  my  staff  and  I  have  studied  concerns  the 
advisability  of  determining  that  an  Environmental  Impact  Report/State- 
ment (EIR/S)  is  required.    An  EIR/S  has  been  advocated  by  the  San 
Francisco  Neighborhood  Legal  Assistance  Foundation  in  a  report  prepared  for 
them  by  representatives  of  the  San  Francisco  Planners  Network.    They  question 
the  adequacy  of  our  data,  particularly  as  to  existing  vacancies  and,  hence, 
the  availability  of  potential  relocation  housing.    Other  concerns  were 
raised  pertaining  to  tenants'  rights,  control  over  RAP,  and  speculation. 
Most  of  these  have  been  addressed  in  the  aforestated  recommendations.  In 
addition,  a  concern  for  procedural  adequacy  was  raised  both  by  the  staff 
of  the  Mayor's  Office  of  Community  Development  (CCD)  and  of  the  Department 
of  City  Planning  (DCP) .    An  EIR/S  was  seen  as  insuring  the  most  complete 
procedure,  and  hence  the  greatest  likelihood  of  favorable  court  action  in 
environmental  issues,  should  a  law  suit  be  brought. 

My  determination,  however,  is  not  to  require  an  EIR/S,  based  upon  the 
analysis  we  have  conducted  of  the  impact  of  RAP.    My  finding  is  that  the 
project  could  not  have  a  significant  effect  cn  the  environment  and, 
further,  that  the  concerns  expressed  can  best  be  responded  to  by  a  less 
time-consuming,  but  no  less  objective  and  adequate  procedure.    First,  I 
should  note  again  that  a  major  criterion  for  having  an  EIR/S,  namely 
substantial  controversy,  does  not  seem  to  exist.    The  testimony  at  the 
public  meetings  and  supplementary  correspondence  and  discussions  all  tend 
to  advocate  RAP,  provided  adequate  safeguards  for  elderly,  low- income 
tenants  and  residents  are  provided.    Second,  the  kind  of  data  in  the 
depth  and  quality  desired  by  all  involved  could  only  be  obtained  by  a  very 
costly  special  census  or  other  equally  expensive  and  time-consuming  method 
and  this  is  independent  of  whether  an  EIR/S  is  prepared.    Third,  it  is 
apparent  that  the  additional  time  required  in  processing  an  EIR/S  allows 
the  forces  of  speculation  to  work,  and  allows  the  City's  Systematic  Code 
Enforcement  Program  to  continue  to  achieve  abatement  of  violations  without 
RAP's  impact-mitigating  features;  this  "no  project"  alternative  is  seen  as 
having  more  adverse  impacts  than  RAP.    Fourth,  we  have  undertaken  an 
additional  data-gathering  effort  (see  appendix  for  description)  since  the 
first  findings  were  developed  and  reported  at  the  first  public  meeting. 
The  additional  information  has  been  incorporated  in  the  preceding  analysis. 
This  effort  improved  the  sample  upon  which  our  information  on  occupancy 
rates,  rents  and  incomes  were  drawn.    This  provided  a  higher  level  of 
confidence  that  the  overall  assessment  of  impacts  is  sufficiently  accurate. 
Only  a  special  census  could  be  more  statistically  sound.    Fifth,  the 
determination  to  not  require  an  EIR/S  was  made  only  after  the  additional 
data  was  gathered  to  enable  more  complete  evaluation  of  existing  conditions 
and,  therefore,  the  effects  that  RAP  might  have  -  this  additional  analysis 
resulted  in  the  finding  that  the  project  could  not  have  a  significant  effect 
on  the  environment.    Sixth  and  finally,  the  Negative  Declaration  and  the 
Environmental  Assessment  include  discussion  of  alternatives  and  require 
mandatory  mitigation  measures,  such  as  can  be  established  through  the  full 
EIR/S  process. 
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In  summary,  I  believe  the  Department  staff  and  I  have  undertaken  a 
very  comprehensive  analysis  of  the  feasibility  and  impacts  of  a  RAP  in  the 
proposed  area  of  North  of  Market  and  I  do  recommend  such  a  program  subject 
to  the  qualifying  recommendations  described  above.     I  would  further  comment 
that  an  improved  RAP  is  crucial  to  the  City's  overall  housing  strategy  as 
well  as  to  its  ability  to  maintain  the  social  diversity  which  is  the  essence 
of  our  community.    RAP  is  a  logical  extension  of  the  FACE  program  and  a 
desirable  supplement  to  the  Systematic  Code  Enforcement  Program.    I  believe 
the  procedures  and  analyses  for  RAP  in  this  proposed  North  of  Market  area 
surpass  previous  efforts  and  are  commensurate  with  its  unique  character. 
We  have  also  learned  from  this  effort  that  substantial  staff  resources 
beyond  those  usually  available  are  necessary  to  conduct  adequate  RAP 
feasibility  studies. 

I  would  be  most  pleased  to  respond  to  any  questions  you  may  have  about 
the  proposed  RAP  area  in  the  North  of  Market  or  other  general  RAP  matters. 


Sincerely, 


Rai  Y.  Okamoto 
Director  of  Planning 


CC:    Carl  Williams,  CCD 
Robert  Levy,  BBI 
Mary  Burns,  Mayor's  Office 


36 


APPENDIX  1 
SURVEY  OF  RESIDENTS 


During  the  last  two  weeks  of  January  1977,  staff  persons  of  the  Department 
of  City  Planning  conducted  a  survey  of  the  residents  in  the  original  North  of 
Market  RAP  study  area  through  the  use  of  a  questionnaire.    Approximately  200 
copies  were  distributed  at  a  number  of  neighborhood  service  agencies,  whose 
clients  were  residents  of  the  area.    The  residents  were  asked  to  provide 
information  on  the  types  of  buildings  and  units  where  they  lived;  the  duration 
of  their  residence  in  the  area  and  their  reason  for  residing  in  the  area;  their 
rents  and  income;  their  rating  of  the  individual  building  condition,  and  the. 
types  of  improvements  desired  for  the  buildings  and  the  neighborhood.  Staff 
persons  with  the  assistance  of  a  community  worker  collected  a  total  of  72 
completed  questionnaires  from  the  service  agencies.    Of  them,  45  were  completed 
by  elderly  persons. 

In  addition,  during  the  last  two  weeks  of  July  1977,  another  survey  of  the 
residents  was  conducted  in  the  proposed  North  of  Market  RAP  area.    A  one-page 
form  was  developed  for  use  in  interviewing  residents,  in  conjunction  with  a 
map  showing  the  general  North  of  Market  area,  with  a  shaded  area  indicating  the 
proposed  RAP  area,  and  a  card  with  income  ranges  identified  by  letter. 
Interviews  were  conducted  by  staff  of  the  Department  of  City  Planning  and  two 
graduate  students  from  Antioch  College.    These  interviews  were  conducted  at 
the  St.  Anthony's  dining  room,  on  the  streets  in  the  proposed  RAP  area,  in  a 
coffee  shop /restaur ant,  and  in  a  bar.    Efforts  were  made  to  achieve  a  random 
sample  and  avoid  any  unconscious  interviewer  bias  in  selecting  the  sample. 
Residents  were  asked  to  provide  information  similar  to  that  requested  in  the 
first  survey.    A  total  of  125  interviews  were  obtained,  95  of  these  lived 
inside  the  proposed  RAP  area. 

Data  collected  from  both  surveys  were  analysed  and  included  in  the  letter. 
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APPENDIX  2 


BUILDING  CASE  STUDY 


An  in-depth  study  of  selected  buildings  was  conducted  as  part  of  the  North 
of  Market    RAP  Feasibility  Study.    The  case  study  was  designed  to  gather 
economic  data,  on  the  rent  structure,  the  debt  service  structure  and 
rehabilitaion  costs  of  the  various  types  of  buildings  in  the  study  area. 
All  the  buildings  in  the  study  area  were  categorized  into  nine  prototypes 
according  to  size  and  occupancy  type.    Type  1,  2,  3  and  4  represented 
apartment  buildings  with  10  or  less  units,  11  to  20  units,  21  to  40  units, 
and  41  or  more  units  respectively.    Types  5,  6,  7,  and  8  represented 
residential  hotel  buildings  with  20  or  less  units,  21  to  50  units,  51  to 
100  units,  and  101  or  more  units  respectively.    Type  9  represented  buildings 
with  mixed  occupancy,  that  is,  with  both  apartment  and  hotel  room  units  of 
various  sizes. 

For  statistical  purposes,  it  was  decided  that  at  least  two  buildings 
would  be  selected  for  each  prototype.     It  was  further  decided  that  the 
building  sample  should  be  as  representative  as  possible  by  meeting  the 
following  criteria: 

1.  The  sample  should  include  buildings  from  all  locations  in  the 
study  area. 

2.  The  sample  should  cover  buildings  which  had  recently  abated 
their  code  violations  to  assess  the  extent  and  the  cost  of 
rehabilitation,  as  well  as  buildings  which  were  still  in  the 
code  enforcement  or  abatement  process. 

3.  The  sample  should  cover  some  vacant  or  condemned  buildings  as 
well  as  occupied  buildings. 

4.  The  sample  should  include  some  buildings  with  special  amenities, 
such  as  elevator,  recreation  areas  and  other  facilities  to  assess 
the  rehabilitation  or  improvement  cost  of  these  items. 

5.  The  building  sample  should  include  some  buildings  with  commercial 
units  to  determine  the  need  for  and  cost  of  rehabilitation  of 
commercial  units. 

Based  on  the  input  and  recommendations  of  building  inspector  and  co- 
operative actions  on  the  part  of  the  building  owners,  a  sample  of  22 
buildings  which  met  all  the  criteria  was  finally  selected  and  studied.  The 
owners  of  these  22  buildings  were  contacted  by  the  Department  staff  and 
interviewed.     A  standard  questionnaire  was  developed  for  the  interviews,  and 
the  data  collected  were  tabulated  and  analysed  as  reported. 
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APPENDIX  3 


TELEPHONE  INTERVIEW  OF  APARTMENT  AND  HOTEL 
OWNERS  AND  MANAGERS  IN  THE  PROPOSED 
NORTH  OF  MARKET  RAP  AREA 


During  the  last  two  weeks  of  July  1977,  a  telephone  interview  was 
conducted  by  a  planning  intern  and  a  student  volunteer  to  collect 
information  from  owners  and  managers  of  apartments  and  hotels  in  the 
proposed  North  of  Market  RAP  area  on  the  unit  type,  rent,  last  rent 
increase  and  percent  of  increase,  occupancy  rate,  length  of  residence 
in  the  area,  and  whether  code  compliance  work  was  performed  and  means 
of  financing.    Both  the  DAHI  (Division  of  Apartment  and  Hotel  Inspection) 
printout  and  the  Apartment  Directory  were  used  to  obtain  the  names  and 
telephone  numbers  of  property  owners  and  as  many  owners  or  their  managers 
as  possible  were  contacted  by  phone.    A  total  of  130  phone  calls  were 
made,  75  responses  were  obtained.    Data  were  analysed  and  included  in  the 
letter. 
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APPENDIX  4 


COMPARISON  BETWEEN  SYSTEMATIC  CODE  ENFORCEMENT 
PROGRAM  (SCEP)  AND  RAP  IN  THE  PROPOSED 
NORTH  OF  MARKET  RAP  AREA 

SCEP  RAP 


CODE  ENFORCEMENT 


Rehabilitation  Standards 


S.F.  Housing  Code 


Buildings  and  Units 
subject  to  Inspection 


No.  of  Buildings  and 
Units  Subject  to 
Inspection 


Inspection  Schedule 


Target  Year  for  Full 
Code  Compliance  of 
all  Buildings 


S.F.  Housing  Code  for  all 
residential  units  and 
maintenance  requirements 
of  the  Building  Code  for 
all  commercial  units. 

All  residential  and  commer- 
cial units  In  all  buildings 
regardless  of  size  and  all 


All  residential  units 
in  buildings  with  3+ 
residential  units; 
commercial  units  excluded. non-residential  buildings. 


292  or  84%  of  all  build- 
ings with  residential 
units  in  the  area; 
14,220  or  99%  of  all 
residential  units  in  the 
area. 

125  buildings  with  4960 
residential  units  are 
currently  under  code 
enforcement  and  abate- 
ment; 136  buildings  with 
7550  residential  units 
were  abated  and  are 
currently  subject  to 
routine  inspection 
once  every  36  months; 
14  buildings  with  770 
residential  units  will 
be  Scheduled  for  full 
inspection  and  abatement 
within  1978-79;  17 
buildings  with  940  resi- 
dantial  units  will  be 
scheduled  for  full  inspec- 
tion and  abatement  between 
1980  and  1986. 

1986;  a  total  of  292 
buildings  with  3+ 
residential  units. 


346  buildings  with  14,305 
residential  units  and  320 
retail  commercial  units; 
70  non-residential  build- 
ings with  80  retail 
commercial  units. 

125  buildings  with  4960 
residential  units 
currently  subject  to 
enforcement  and  abatement 
actions  will  be  inspected 
during  the  first  program 
year  and  the  remaining 
221  buildings  with  resi- 
dential units  and  70  non- 
residential buildings  will 
be  inspected  during  the 
second  through  fourth 
program  years. 


1982;  a  total  of  416 
buildings  with  residential 
and/or  commercial  units. 
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SCEP 


RAP 


Parapet  Ordinance 
Enf orcemeat 

Structural  Seismic 
Hazards  Abatement 

REHABILITATION  FINANCING 

Market-rate  Conventional 
Rehabilitation  Loan 

Below  Market-rate 
Conventional  Rehabilita- 
tion Loan 


Deferred  Payment 
Rehabilitation  Loan 


Rehabilitation  Grant 
Refinancing 


Yes 


No 


Yes 


No 


Yes.    Private  Lenders.*       Yes.    Private  Lenders.* 


No. 


City-financed  Demolition 
and  Repair  Fund  not  to 
exceed  50%  of  the 
Assessor's  valuation  of 
the  building  allowable 
to  the  owner  at  the 
discretion  order  of  the 
Director  of  Public  Works, 
usually  to  cover  the  cost 
of  demolishing  or  barri- 
cading the  building.  The 
total  cost  plus  an  amount 
equal  to  5%  of  the  cost 
(to  cover  administrative 
cost)  will  become  a  tax 
lien  against  the  property 
and  bears  an  interest 
charge  at  the  rate  for 
tax  lien. 

No. 

Yes,  Private  Lenders 


Yes.    RAP  loans  currently 
at  6%  19  year. 
Federal  Sec. 312  loans  at 
3%  19  year. 

Yes.    Hardship  Loan  bearing 
no  interest  due  and  payable 
at  the  end  of  19years  or 
upon  transfer  of  ownership. 
Presently  at  a  limit  of 
$3500  per  unit  available 
for  lower  income  owner- 
occupant  of  1-4  unit 
buildings. 


No. 


Yes.    RAP  refinancing  is 
available;  up  to  80%  or 
95%  with  special  permission 
by  CAO  loan  to  after-reha- 
bilitation value  ratio; 
at  least  20%  of  loan 
should  be  used  on  abating 
code  and  incipient  code 
violations. 

*Based  on  our  study  findings,  the  majority  of  the  property  owners  in  the 
area  had  difficulty  in  obtaining  financing  from  private  lenders  for  code 
abatement  rehabilitation  work.     The  institution  of  a  RAP  program  in  the  area 
may  increase  the  availability  of  rehabilitation  financing  from  private  lenders. 
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SCEP 


RAP 


General  Property 
Improvement  Loan 


Prepayment  Penalty 


RENT  INCREASE 

Due  to  General  Market 
Forces 

Due  to  Code  Compliance 
Rehabilitation  Work 


RESIDENTIAL  DISPLACEMENT 

Due  to  Physical  Rehabili- 
tation Work 


Due  to  Rent  Increase 


No. 


Private  Lenders-Yes, 


RENT  CONTROL 

Areawide  Rent  Control  No. 
Selective  Rent  Control  No. 


6%  —  8% 


15% 


Yes.    Up  to  20%  of  RAP  loan 
can  be  used  in  general 
property  improvement ; 
owner-occupant  of  1-4  unit 
buildings  may  use  up  to 
40%  of  loan  for  such 
improvement. 

Private  Lenders  -  Yes. 
RAP  Loans  -  No. 


No. 

Yes.    Owners  with  outstand- 
ing RAP  loans  are  subject 
to  Rent  Stabilization 
Guidelines  established  in 
Sec.  32.73  of  the 
Administrative  Code. 


Unknown 


7.5%  under  RAP  financing. 
The  percent  increase 
varies  from  3-5%  for  minor 
rehabilitation  to  10-20% 
for  major  rehabilitation. 


Unknown.    Recently  In 
the  month  of  July,  3 
buildings  were  vacated 
under  court  order  causing 
a  displacement  of  68 
residents . 

Unknown 


Estimated  to  be  zero 


Estimated  to  be  436 
households  or  3*6% 
of  total  households  in 
the  area. 


